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BRANCHES:— HEAD OFFICE:—-AMSTERDAM. 


PHILIPPINES :—Manila 
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J. M. Moruaus, Manager. Hongkong 
R. W. F. VON PESTEL, Accountant. branch 
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RAEBURN & VEREL Ltd Business transacted. 
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THE MERCANTILE BANK INDIA, LIMITED 


(REG/STERED IN LONDON, UNDER THE COMPANIES ACTS OF 1862 TD 1890, ON 2NoO DECEMBER, 1892) 


/ 


Paid-up Capital... 


Capital and General Reserves .. .. .. .. . 1,075,000 4J 


Head Office: 15, Gracechurch Street, London, E.C. 3. Agents in New York: Bank of Montreal, 64, Wall Street sy 
Branches & Agencies: 7 


INDIA PAKISTAN BURMA MALAYAN FEDERATION "ONG KONG 
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China: Canton, Hankow, Kunming, Peiping, 
Arabia: Djeddah Asst. Manager... 33568 Savings Dept... .33558 | 


French Somaliland: Djibouti 
Ethiopia: Addis-Abeba, Dire-Daoua 


French India: Pondichery Head Office:— 
Singapore | 


Siam: Bangkok 110 Hankow Road, Shanghai 
Japan: Tokyo es: 
New Caledonia: Noumea 
| Tahiti: Papeete | | 
| New Hebrides: Port-Vila Branches :— 
U.S.A.: San Francisco 


HONGKONG AGENCY 
5, Queen’s Road, Central. | 


(*Offices not yet re-opened) 


Tientsin, Amoy, Nanking, Chungking, Hankow, 
Peiping and Hangchow. 


With Correspondents in all principal cities of the world. 
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BUTTERFIELD & SWIRE 


Agents 
CHINA NAVIGATION CO., LTD. 


Regular Freight and Passenger sailings to 
China Ports 
Bangkok 
Singapore 
Penang 


and N.E.I. Ports 


THE BLUE FUNNEL LINE 
Regular Freight and Passenger sailings to 


EXECUTORS 
and and U.K. Ports 
TRUSTEES THE AUSTRALIAN—ORIENTAL LINE 
for the Regular Freight and Passenger sailings to 
Sydney and Melbourne 
C O L O N Y with transhipment services to New Zealand | 
and the 


THE ANGLO SAXON PETROLEUM 


FAR EAST 


HONGKONG & SHANGHAI BANK, 
HONGKONG (TRUSTEE) LTD. 


THE TRUSTEE COMPANY OF THE 
HONGKONG & SHANGHAI BANKING CORPORATION 
HONGKONG 


co. LTD. 
Ship’s Agency 


AIRWAYS 
Australian National Airways 
— Agents | Skyways (Far East) Ltd 


Booking Agents’ B.O.A.C., C.N.A.C. P.A.L. P.O.A.S. 
P.A.A, and North West Air Lines. 


Telephone 30331 
1 Connaught Road Central: All Departments 


FAR EAST SERVICE 


Fast Regular Service from 


PHILIPPINE ISLANDS, HONGKONG, 
KEELUNG, SHANGHAI & JAPAN 


TO 
SAN FRANCISCO, LOS ANGELES, NEW YORK, 


MAERSK 


L| ALS BOSTON, PHILADELPHIA, BALTIMORE 
Accepting transhipment cargo for Caribbean and Gulf Ports — 
Special Calls can be arranged Vessels fitted with strong rooms, silk 
if sufficient inducement rooms & space for refrigerated cargo 


Special tanks of all sizes for carriage of oil in bulk 


; FAR EAST AGENTS:— Jebsen & Co., Hongkong, Shanghai, Tientsin, Canton. | 
Cia Gral. de Tabacos de Filipinas, Philippine Is. | 
The Borneo Co., Ltd. Straits Settlenients 
: Tait & Co., Ltd., Keelung and Takao. 
Maersk Line Ltd., Yokohama, Kobe. 


. General Agents in U.S.A.: Moller Steamship Co. Inc., 30 Broad St., New York si 
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OUTLOOK 
FOR . 
1949 


The Far Eastern Economic Review 
has entered upon its third year. For 
two years and three months it has 
witnessed and attempted to tell the 
world of ‘the economic life and the 
political background of the Far 
East from Malaya to Japan and in 
the coming year it will depict in 
greater fullness the outlines of the 
picture in the diverse territories of 
South East Asia. 

Hitherto the web of its reviews 
has been mainly woven around the 
Colony of Hong Kong and the 
economic activities which radiate 
from this unique entrepot of trade 
which has been almost the sole cen- 
tre of stability in the midst of surg- 
ing political and social changes. 


a at 


The ‘economic present and future. 


of the Far East are inextricably 
bound up with their political back- 
ground. The economic. prosperity 
and stability of Hong Kong as of 
Malaya and Singapore are due not 
only to their strategic geographical 
position but also to their heritage 
from the British Empire. The es- 
sence of our Empire lke that of the 
Fkomans has been the love of order, 
the development and maintenance of 
the rule of law. 
“empire” in this sense, one is bound 
to recognise and admit that there 
may be worse possibilities for Hong 
Kong and Singapore than to have 
order assured by the presence of an 
“Imperial” government itself depen- 
dent on and guided by a responsible 
Parliament and inspired by the 
kind of ideas by which the develop- 
ment of the British Empire has for 
so long now been inspired. As Sir 
Arthur Salter recently said “there 
are worse things than to be a colony 


Using the term 


Japanese Commercial & Industrial 
Reports, Trade with Hongkong 


Philippine & Siamese Import Control 


Korea: Railway, Silk : 
Malaya: Restoration of Law & Order 


British Industrial & Research 
Advance 


New Ucar Cjreetings 
FROM 
HON. D. M. MacDOUGALL, C.M.G. 


Colonial Secretary, Hong Kong. 


in particular. 


trade of our city. 


I wish a happy and prosperous New Year to the 
Far Eastern Economic Review and to the commercial interests 
of the Colony to which it is dedicated. 


The Review is fulfilling an increasingly valuable role 
in the Commercial world of the Far East and of Hong Kong 
As a result of information and articles appear- 
ing in it, the Hong Kong authorities have received enquiries 
and comments from business men in places so far distant as 
Scandinavia and South Africa. 
commercial information cannot but benefit the industries and 


This wide dissemination -of | 


—— 


and there is no great advantage in 
being dissociated from an imperial 
power and then having it replaced 
by an internal tyrant or by the in- 
vasion of another power inspired by 
very diiferent traditions.” 


* * * 


China is going through a process 
of the revolutionary transfer of poli- 
tical and social power. The Com- 
munist wave that spread like the 
tremors of an earthquake after the 
Communist Revolution in Russia in 
1917--first through Persia ‘and Af- 
ghanistan to Java and Canton in 
1526 whence Borodin combining his 
campaign with that of the rising 
Chinese Fraternalist movement un- 
der Chiang Kai-shek, has now swept 


with irresistible force over Man- 
churia and is threatening the whole 
of China north of the Yangtse. 


China has seen revolutions before. 
but the shock caused by Communism 
and its formidable missionary ele- 
ments planted in cells throughout 
the body politic is something un- 
precedented. The Communist move- 
ment in China is made up of many 
elements. It certainly derives the 
inspiration iof its most prominent 
leaders from Russia, but, it is also 
strongly Chinese in its political op- 
position to Chiang Kai-shek and the 
Kuomintang regime—both having 
outlived their original purpose and 
effectiveness and now haying lost 
the confidence of the people at 
large. To a great.éxtent it is a 


| | 
| | 
| | 
| | 
| 
| 
| | 
| 
| 


January 5 


movement of the peasants whose lot 
was not advanced by the revolution 
of 1926; it also, as General Smuts 
said, appeals to the intelligentsia, as 
well as to ‘the cynics and _ diffidents 
who find in criticism an outlet for 
their intellectual discontent; it also 
gives a fresh start and the chance of 
leadership in a world where every- 
thing is pulled down to the lowest 
level. In other words it thrives up-~ 
on the mental and social wreckage 
resulting from two world wars. 


The main danger of the sweep of 
Communism over the Far East is not 
its economic and_ social ‘effect— 


which may become diffused in space - 


and time and through the conserva- 
tive resistance of the Chinese pea- 
sant, but its potentiality as a cause 
of another world war. ‘The irrepres- 
sible urge of the Russian people for 
over a century alike under Czar and 
Commissar towards the warm wa- 
ters of the Pacific and the Man- 
ehurian \ports tend to bring Russia 
into confiict with the American 
strategic defence stretching 
from the Aleutians through Japan 
to the Philippines. Russia .with its 
five thousand mile common frontier 
with China sees the importance of 
depriving America of its foothold on 
the Asiatic continent in Korea and 
China, and of building up a barrier 
or sympathetic buffer state in China 
strongly impregnated with the Com- 
munist ideological serum. The world 
watches the two most potent powers 
of the world today—both wholly or 
mainly out of Europe—each with its 
ring of adherents or associated pow- 
ers—preparing for a final knock out 
contest for the hegemony of the 
world. In the meantime the civil 
war and social revolution in China 
threatens to involve these two great 
blocs in conflict. 

The prospect, however, is that such 
a conilict is by no means inevitable. 
The Communists appear to have 
little difficulty ‘in their way to oc- 
cupy North China north of the 
Yangtse. For tactical purposes, ir- 
respective of any ultimate strategic- 


al objective, they may well have to 


pause in order to absorb the armies 
of the north and to administer for 
the first time the urban centres of 
Peking, Tientsin, Nanking and the 
metropolis of Shanghai. Thus the 
vastness of the terrain which balked 
the Japanese, the conservatism of 
the people, the problems of adminis- 
tration, the struggle between the na- 
tionalist motive and the Communist 
creed, and the time element may 
soiten and dilute the rigours of the 
movement. South of the Yangtse 
the provincial warlords at the head 
ef famous fighting peoples from 
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Szechuan to Fukien who have been 
unwilling to fight for Chiang Kai- 
shek will sink tneir differences and 
oppose Communism with all the 
financial backing of the overseas 
Chinese who hail mainly from the 
South. 

it appears obvious now that talks 
are going on end that when the Com- 
munists have thoroughly over- 
thrown Chiang’s Government and 
occupied the principal towns north 
of the Yangtse a political unification 
is inevitable through consent taking 
institutional shape in some kind of 
co-operative union. The leaders of 
the Kuomintang armies may go over 
quietly when no further purpose can 
be served by fighting and the Chi- 
nese genius of compromise and 
toleration and the political indiffer- 
ence of the peasant who is the back- 
hone of China may be trusted to 
take a middle course and to avoid 
the settlement of the issue by force. 


* * 


What is the position of Hong Kong 
in this revolutionary movement? It 
is imperative that it should stand 
aside; it must not take part politi- 
cally with either side. It has a role to 


play along with the other elements 
in the Far East of the British Em- 
pire, or Commonweaith as it is now 
termed, whose life blood is the love 
of order and the upholding of free 
institutions. We may have lost most 
of our wealth and other forms of 
material power but as Arnold Toyn- 
bee points out “we have not lost 
our gifts for compromise, for steer- 
injg the middle course, for finding 
ways out of difficult situations that 
are not drastic extreme ways.” 

Hong Kong can play a fine part in 
helping to avoid disaster in giving 
asylum to refugees of both sides, 
and in maintaining the life stream 
of trade which may soon, we hope 
and optimistically believe, flow once 
again—and that ere long—through 
the great arteries of China. 


* 


In this hopeful and optimistic vein 
we wish our readers a New Year 
that may bring us nearer to peace 
and prosperitvy—which we can at- 
tain if only we can have the spirit 
to defy the bogey of war and to re- 
cognise that with work and honest 
endeavour we can still be the 
makers of our own future. 


RESOLVED: 


my command. 


uew lines of thought. 


new adventures. 


1949—NEW YEAR RESOLUTIONS 


THAT I will improve my business during the year by every means at 


THAT I will rationalise office and factory routine, that I will introduce 
new methods and where possible new machinery, so that I may 
achieve a larger output at a lower cost. 


THAT I will endeavour to keep my mind attuned to new ideas and 


THAT however compelling and depressing the stodgy routine of daily 
work may be, I will tind a little time, thought and effort to devote to 


THAT I will seek to expand my business by searching out more con- 
tacts and finding new markets and sources of supply. 


THAT I will exhibit the name or goods of my firm on the hiong Kong 
Stall at the British Industries Fair—May 2nd to 13th—-because I know 
that there men of international vision will be looking for men of fore- 
sight, enterprise and business ability with whom they can join to ex- 
pand the volume of world commerce, AND 


- THAT I intend to be numbered among such men. 


ISSUED BY THE HONG KONG B.I.F. COMMITTEE 
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CHINA AND JAPAN ON THE THRESHOLD OF 1949 


While the retrospect of China for 
the past twelve months was depress- 
ing Japan’s record in 1948 has been 
one of progress in internal rehabili- 
tation and external appreciation. The 
periodic reports by General Mac- 
Arthur may have sounded often too 
optimistic and enthusiastic however 
they were accepted as true presen- 
tations of prevailing conditions in 
postwar Japan, a country which has 
spectacularly advanced on the road 
towards reconstruction and _  pros- 
perity under the guidance of SCAP 
and the benevolent support of the 
U.S.A. 

On the other hand, the chaotic 
conditions in China have been strong- 
ly castigated by impartial and even 
most pro-Nanking observers’ in 
Washington, London and other inter- 
national capitals. Retrogression and 
deterioration were witnessed in all 
parts of China, under Kuomintang 
ana under Kungchantang (Chinese 
‘Communist Party) control; the de- 
predations of the large-scale civil 
war cannot be expected to be undone 
for a generation to come. 


x 


In Japan, during 1948, there has 
been continuofis progress in rehabi- 
litation of production and com- 
merce; the index for manufacturing 
industries has moved up in every 
group and general satisfaction could 
not be concealed. Private trade is 
on its way to resume positions as 
held in prewar years in spite of a 
host of difficuities which are, largely, 
the result of the general dislocations 
following the end of war and the 
growing predominance of the U.S. 
and other industrial nations in a 
shrinking though unequal 
world. 


As Japanese industries were once 
again turning out the goods for 
which foreign markets showed un- 
flagging interest, and at the same 
time assurances by SCAP regarding 
the thorough democratisation of the 
Japanese nation were made known 
and accepted abroad, the prestige of 
Japan in the concert of nations in- 
creased greatly and today she is 
respected and, in some quarters, 
again feared for her latent strength 
and her industrial potential. The 
resuscitation of Japan in so short a 
time and after an exhaustive and 
destructive war of almost nine years 
is indeed remarkable: but so is the 
natural resilience, industriousness, 
frugalitv. discipline and, as far as a 
considerable nercentage of the people 
‘are concerned, the industrial intelli- 
gence of the Japanese. 


The wise pulicy of the U.S. Gov- 
ernment has etfectively aided a 
country which helped itself, and by 
doing so the American people have 
made a friend out of a former enemy 
and they have further obtained the 
fullest satisfaction’ that the USS. 
taxpayer’s money, for once, was not 
wasted but indeed well invested, an 
investment which will bear interest 
far beyond the hopes entertained in 
Washington when the course of 
action vis-a-vis Japan was adopted. 
Aggravated relationships between 
the capitalist countries, for whom 
the U.S. became the most uncom- 
promising spokesman and principal 
defender, and the USSR and the 
Communist nations of Eastern Europe 
had tended to speed up the Ameri- 


can programme of _ rehabilitating 
Japan. However, even without the 


“cold war” created stimulus the U.S. 
would have embarked on the same 
policy, that is, the active assistance 
to a Japan willing and capable to 
help itself. 

Law and order prevail in Japan 
and the security of the individual is 
assured; conditions of severe aus- 
terity prevail and there will be no 
great improvement of living condi- 
tions for the citizen in 1949 but the 
people are sufliciently stoical and 
patriotic to do without the material 
blessings of life knowing that after 
this period of trial and great national 
effort the results will not long be in 
coming, among which will be not 
only an advanced standard of living 
for the people generally but also the 
fullest and undivided recognition of 
Japan as a heroic nation by the 
world at large; and who knows the 
Japanese will appreciate that, 
materialistic as all human beings are, 
the people treasure there nothing 
higher than national prestige, 
honour and dignity. In their hour 
of defeat and unconditional surren- 
der, the vittues of the Japanese 
people have stood the test of all 
time, and they now emerge fully 
restored to their rightful place and 
morally reinstated among the comity 
of nations. 

What war-inspired hatred and 
prejudice still linger on will soon 
be forgotten: except for a faction in 
the Philippines which harbour ill- 
will, caused by the Japanese army's 
destructions in the course of inva- 
sion and later defenra agginst the 
liberation of the Islands by the U.S. 
forces, and a small number of pro- 
fessional politicians in China, more 
intent on deriving personal benefits 
from further Jananese recompensa- 
tions than to defend the so-called 


rights of their country, there is now 
little if any hostility snown against 
Japan. 

However, the old apprehensions 
lest Japan grow too strong and thus 
upset the equilibrium of nations in 
the Pacific and the whole of Asia 
seem to be felt again thus testifying 
to the success of Japan's industrial 
and commercial rehabilitation in 
1948. If the world is to believe the 
reports and well-founded opinions of 
SCAP— and there is of course no 
reason to deny the Occupation 
authorities our trust—then it appears 
most improbable that a democratic 
and prosperous Japan, demilitarised 
as no other nation in the world and 
pledged, in their Constitution, to a 
renunciation of war for ever, will 
become an aggressor. Neverthe- 
less, economically weaker and in- 
ferior nations will continue to 
express some fears and they may 
thus create an unpropitious atmos- 
phere for Japan. 

During the last few months. of 
1948, American policy in Japan 
hardened and assumed, for the 
future of Japan’s industries and 
trade, an _ increasingly favourable 
direction with little attention paid to 
weak attempts at interposition com- 
ing from Nanking and Manila. 
Significantly enough the Govern- 
ment of the USSR is supporting the 
economic rehabilitation of Japan and 
welcomes every effort made by the 
Japanese people and the world at 
large to re-create a strong peace- 
time industry and to increase the 
standard of living of the Japanese 
to its maximum; but Moscow finds 
or believes to find some reasons for 
objection to an alleged American 
policy of re-arming Japan for no 
other possible event than to wage 
war on the Soviet people. As long 
as the East-West differences con- 
tinue, especially at the present acute 
and hostile stage, one cannot expect 
the silent approval of Moscow ‘to any 
American proposal or line of action; 
objections and obstructions are part 
of the political play. It is true that 
some U.S. military and naval 
spokesmen aver that Japan must be 
built up as America’s unsinkable alr- 
craft carrier in the Pacific, that 
whoever controls Japan can enforce 
his will over all of East Asia, that 
the disarmament of Japan was a 
grave mistake and that the whole 
war in the Pacific could have been 
avoided by a different American 
policy in Asia; but these views do 
not carry too much weight with 
either the U.S. Administration or 
the American people. 


The latest effort on the part of 
SCAP is the “Economic Stabilisation 
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Vrogramme’” which is to be realised 
this year; it aims at the further and 
very energetic expansion of Japan's 
heavy and light industries and the 
eveltual balance of trade and inter- 
national payments. One of tne prin- 
cipal reasons given for the KSP 
draiting was the necessity to alie- 
viate tne drain on the U.S. resources 
although further substantial grants 
by various U.S. authorities and 
agencies will continue in 1949, prob- 
ably even increase in value, while at 
the same time private investments in 
Japanese industry and trade receive 
especial attention, protection and 
encouragement by SCAP and the 
U.S. Government. Another objec- 
tive of the ESP is the “strengthening 
of the Japanese economy.”’ 

Peace treaty or no peace treaty, 
Japan in 1949 will resume her rela- 
tions with foreign countries, step by 
step, by sending again her traders 
abroad, establish branch offices of 
export-import houses in _ principal 
foreign commercial centres, obtain 
facilities to have her young men and 
woinen enrol in foreign schools, to 
participate in scientific research and 
to contribute to the advance of 
learning. The world stands to gain 
much in 1949 from the magnificent 
recovery effort staged by Japan and 
so etfectively aided by the resources 
and the good will of the American 
people. It will be particularly the 
countries in Asia which should be 
able to improve both their exports 
of raw materials to Japan and their 
imports of Japanese manufactured 
gouds, thus enhancing the prosperity 
in their respective territories. In- 
creased Japanese production and 
commerce mean, in this year, an im- 
portant contribution to the easing of 
tensions and to the pacification of the 
restless masses in Asia. 


+ * 


Unfortunately for the Far East and 
for a considerable part of the world, 
China cannot as yet be expected to 
emerge from the present chaos and 
to contribute her share to the pro- 
gress of mankind. The history of 
the last.two years in China is bleak 
and distressful. There appears no 
early. promise for change. It is most 
invidious to forecast continued de- 
pression. 

Not until the two parts of China 
which now are warring “to the bitter 
end” are re-united and an adminis- 
tration is wielding power over all 
China Proper, recognised by the 
world at large and worthy of inter- 
national trust, can conditions change 
for the better. Even then the prob- 
lems facing an _ honestly and 
efiiciently governed China are, in 


view of the consequences of the cur- 
rent calamity and the economic 
backwardness of tne nation as such, 
of formidable magnitude and can 
never be attempted to be tackled 
unless foreign assistance on a gener- 
ous scale is forthcoming. 

It is much too eariy to discuss. at 
the present stage of civil war and 
progressive attrition the problems of 
the future when, as cannot be ex- 
pected for 1949, there should emerge, 
by compromise and conciliation, a 
truly democratic government. The 
best which may be hoped for now is 
an armed truce, with both Parties— 
the KMT and the KCT (CCP)— 
entering into an uneasy coalition to 
be broken as soon as conditions, for 
either party, warrant it. The two 
telligerent parties will adhere to the 
principle of wti possidetis, and it 
depends at present, prior to negotia- 
tions for the realisation of an armis- 
tice (called so often misleadingly 
“peace”), whether the Communist 
led People’s Liberation armies are 
content with the territories presently 
controlled or. are desirous of extend- 
ing their realm by further offensives. 

Although the political situation in 
China is more than ripe for an 
armistice, though temporary, the civil 
war, on and off since 1927, has 
created in its protagonists a mentali- 
ty which is entirely removed from 
the common people. However, the 
state of national attrition has so far 
advanced that protracted war- 
making appears beyond the physical 
endurance of both contestants for the 
rule of China and her people. Thus 
an armistice may some time in 1949 
end, for the time being, the interne- 
cine slaughter. 

The ensuing period will still not 
encourage any hopes for an im- 
provement in the national economy 
as the final solution of the contest 
has to be awaited: this might quite 
probably be the domination of the 
Kungchantang, at first masked by a 
democratic coalition government in 
which the various liberal movements 
and the leftist and oppositional KMT 
would participate only to be com- 
mitted eventually to China's political 
limbo. 

Looking into the future, beyond 
1949, the unification of China Proper 
under a Communist controlled or 
composed government is to be con- 
sidered. Provided that by the time 
when such contingency should arise 
the world powers have not composed 
their differences or the rift has even 
widened, the supposedly “red”? China 
would have, nolens volens, to rotate 
in the Soviet orbit. It is often sur- 
mised that the Chinese Communists 
might, in case of full success in their 


country, adopt a different course and. 
abstain from following Moscow. 
This is a very unrealistic and poli- 
tically’ uneducated view; Communism 
is distinguished, among other things, 
for its singleness of purpose in the 
pursuit of its goal. 

In case of the outbreak of a 
world-wide conflict other stakes than 
China are of supreme importance, 
and the' decision for the outcome of 
this future world war III, if it is at 
all realisable in the military field, is 
of course to be enforced in Europe. 
China cannot play any significant 
role in a future war, either actively 
or passively. From’a merely com- 
bat point of view she is much more 
a liability than an asset. -China’s 
present and near-future industrial 
pctential is negligible and therefore 
she does not rank as a military power 
of any significance in the modern 
world. 

What the people in the Far East 
are concerned with is the immediate 
outlook for business and prosperity, 
and seeing that the civil war in 
China continues, disbelieving the in- 
terminable rumours about “peace”, 
they. are most unwillingly arriving at 
the conclusion that the importance 
of China as a trading partner is 
bound to depreciate further. That 
means less business as the im- 
poverished Chinese people cannot 
continue buying foreign goods at the 
current already very reduced scale, 
and their exports will equally not 
improve above the current level. 
Over-all declines must be anticipated. 

rom any foreign trader’s point of 
view the prospects of China trade in 
1949 are dismal. Production de- 
clines, in agriculture and manufac- 
turing, are continually reported, 
communications deteriorate through 
lack of maintenance, sabotage or war 
operations, monetary inflation upsets 
ordinary working, the Government is 
trying to control but cannot enforce 
its regulations—-which, incidentally, 
are usually conceived in utter ignor- 
ance and therefore meet the passive 
resistance of merchants—and graft, 
extortion and civic insecurity are 
rampant. By the end of last year 
the exchange rate for one US$ 
reached 509 million Chinese national 
dollars and the Government is un- 
able to establish a budget even for 
3 months. 


In Communist ruled North China 
and Manchuria there is _ biblical 
poverty but efforts at increase of 
domestic production were partly 
successful and the common people, 
especially the farmers, are support- 
ing the new regime. Without 
foreign assistance and foreign trade. 
this vast area under Communist ad- 
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ministration must remain as un- 
developed as it is today. There are 
rich natural resources and mining 
and manufacturing establishments 
but the new rulers have not at their 
disposal the necessary number of 
technicians and experts, nor can they 
as yet obtain raw materials from 
abroad for the operation of their 
factories. Commercial intercourse 
with “red”’ China will of course start 
in due time but it will be on a 
strictly reciprocal basis, at first bar- 
ter later, when foreign exchange 
rates can be established, cash and no 
credits. The “benevolent energies” 
of other nations (to speak with Gen. 
MacArthur) will not be at the com- 
mand of the authorities and traders 
of North China and Manchuria. 


% * 


The basic p ems of China have 
to be tackled if a real improvement 
is to be achieved—‘“red” China. 
“white” China or two Chinas. Pri- 
marily the dilemma is the encrmous 
overpopulation and the lack of 
education in the country. Unless the 
demographic pressure can be radical- 
ly lowered, i.e. by birth control and 
drastic application of eugenic prin- 
ciples, the misery of China knows 
no end. To spread education the 
ancient way of writing has to be 
simplified or altogether abandoned. 
A new generation of capable and 


‘represent the proper type of 


honest administrators has to be 
brought up to replace the utterly 
corrupt and inefficient, though often 
very scholarly, officials of today. 
Political and administrative leader- 
ship is a problem in China which 
almost defies solution but without it 
the nation cannot recover. The type 
of civilisation one encounters in 
‘“‘modern” China is centuries behind 
the West: feudal and medieval is the 
composition of the society in China 
in the 20th century and only recently 
are changes taking place in the so- 
called liberated areas in the north. 
Another and very vital impediment 
to national progress is the very large 
percentage of congenitally inferior 
stock among the Chinese—a matter 
which is linked with the problem of 
birth control and the practice of 
eugenics without regard to Confu- 
cian ethical precepts. The people 
born in China are much more heterc- 
geneous than the people in Europe 
notwithstanding the all pervading 
patterns of living and culture and 
the same character writing (but 
several distinct languages and 
dozens of princinal dialects being 
spoken). The biological differences 
between the highly polished scions 
of mandarins—although they may 
“old 
rogues” a la Lin Yutane—and the 
craniometrically underdeveloved and 
obtuse millions in the interior and 


frequently also in the cities are very 
striking indeed. Similar but less 
widespread racial phenomena are 
also encountered in Japan. Then 
there are to be attacked and eradi- 
cated the faulty methods of agricul- 
ture and livestock raising with all 
its unsanitary and health undermin- 
ing concomitants. But without the 
spread of education neither eugenics 
can be practised nor sickness pre- 
vented. 

To break this vicious circle and the 
fatalistic inaction of the Chinese an 
energetic and inspired leadership is 
essential; the Kuomintang in years 
sone by promised the elevation of 
the Chinese people but the once 
idealistic movement turned swry and 
the core of the party, after the 
great Sun Yat-sen’s death, disinte- 
grated finally admitting to power a 
military faction. Progress was 
shortlived, opportunities and foreign 
good wiil were dissipated, and the 
record of events after the end of the 
war has been sickening. 

Still, rulers and ideologies pass, 
the people live for ever; and there is 
hope that there will arise in China 
a sufficiently large number of patriots 
who will rouse the people to action 
against their own weaknesses and 
faults and thus save themselves. 
But tne leadership in East Asia will 
once again pass into the hands of 
the virile and acting Japanese. 


BRITAIN’S ECONOMIC PROGRESS IN 1948 


At the beginning of a _ year it is 
customary to look back om tite old. 
This then is a report on how Britain 
fared economically in 1948. 

It was, as facts tell, a year of solid 
achievement which substantial 
economic progress had been made and 
many gains of previous years con- 
solidated. It opened to a background 
of strong effort which, in the latter 
months of 1947, had been rapidly mak- 
ing good heavy losses caused by the 
fuel crises earlier in that unfortunate 
year. Then, although not taken into 
account ium earlier previous plan- 
ning, the actual coming of Marshall 
Aid lifted a number of early worries. 

As for most countries, production is 
today the key to solving’ Britain’s 
economic problems. Taking 1946 as 
the base, the official index of produc- 
tion for the first nine months of the 
year averaged 119 compared with 
108 for the whole of 1947. In June 
and September the inder touched the 
record rate of 124, as output in the 
base year 1946 was; about the same as 
1938. But it was in individual indus- 
tries that records of progress were 
most apparent. 

Steel has for some_ time been the 
most urgently needed of materials. 
Given a target of 14.500,000 tons for 
1948 actual production was in the 
neighbourhood of 15,000,000 tons or 


well over 2,000.000 tons more than in 
1947—-in November steel output reach- 
ed an all-time record rate of 15,750.000 
tons a year. Inspite of this record 
achievement there is still not enough 
steel and extensive plans are in hand 
to raise production still further. 

Coal, while it has just _ failed to 
reach its production target of 211,000.- 
000 tons made further vrogress. The 
combined output of deep-mined and 
opencast coal was about six per cent. 
higher than in 1947. The target would 
probably have been reached if there 
had been the desired 25,000 more 
miners in the pits. The most  note- 
worthy feature of Britain’s coal trade 
in 1948 was the resumption of exports 
to overseas markets. Including bunk- 
ers British coal ervorts last year were 
near the target figure of 16.009.000 
tons compared with less than 5,500,000 
tons in 1947. 

With the main objective of reducing 
dollar and oiher imports of food Bri- 
tish agriculture got down last year to 
a five-year programme which aims 
by 1952 to raise output to 50 per cent. 
above prewar. The first fruits in 1948 
were encouraging, total output being 
above 1947 and easily some 25 per 
cent. greater than prewar. Expansion 
of production in the engineering, ship- 
building and electrical goods industries 
was equally good with overall autput 


some 20 per cent. above 1947 and in- 
cluding many new records. Amongst 
farm equipment, for instance. outvut 
of tractors was practically double that 
of 1947: the production of motorcars 
was about one-sixth greater thin in 
1947. Production records were also re- 
gistered in the commercial _ vehicles 
and bicycle fields. At the same time 
Britain continued to build more than 
half of the world’s new merchant ships. 


CHINA’S COLLAPSE 


Writing under the cbove headline. 
the Trade & Shipping Review, of Syd- 
ney, on2 of Australia’s leading com- 
mercial periodicals, states that “so 
far as Australia is concerned, the im- 


mediate future for China trade is 
dark”. The journal expresses also 
concern for Hongkong’s’ future pros- 
perity. 

Public opinion in Australia has 


never been very friendly vis-a-vis the 
Nanking regime and criticisms were 
regularly heard. Australian’ traders 
have found, together with their col- 
leagues in other parts of the world, 
ample cause to express dissatisfaction 
about the mismanagement of national 
affairs by the government under 
Generalissimo Chiang’s leadership. 
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Following is the Australian journal’s 
resume of conditions in China. 


* 


So far when China has been spoken 
of in the Western world, the China 
governed by Chiang Kai-shek has be2n 
referred to. It was an assumption that 
this included practically the whole of 
geographic China, even though the so- 
called Communists, under Mao Tse- 
tung, controlled a considerable ar2a 
in the North with a_ population 
estimated at 80,000,000. Ths past few 
weeks have seen a great change in 
China. The fall of Mukden and the 
clean-up of other places, with losses to 
the National Government at Nanking, 
estimated at three quarters of a million 
men, followed by the Communist drive 
southward towards Nanking have 
completely al.zred the position. It is 
now estimated that Mao Tse-tung con- 
trols a popula-ion of 150,000,000 per- 
sons or one third of the total China 
population. Further expansion of the 
Communist held territory is occurring, 
and it is impossible to suggest where 
that is likely to halt. 


It is natural that these-events should 
have still further and most disas:rous- 
ly affected the economic position in 
China. It would be an exaggeration to 
suggest that during thse past two years 
there had been much economic _§re- 
covery in China, What may have ap- 
peared to be recovery, or towards re- 
covery, was pur2ly superficial. Re- 
covery is dependent on the economic 
conditions of the people. and principal- 
ly on the rice crops. Within the ter- 
ritories controlled by the National 
Goverment there has been a consistent 
Shortage of food supplies. Trade has 
been controlled by the  blackmarket, 
involved in which was a legion of 
Government officials. Corruption was 
rampant, and owing to the weakness 
of the head of the Government im- 
possible to restrain. Immense amounts 
of Chinese money have been flowing 
into Hongkong through “black” chan- 
nels. As Mr. Marshall has stated, 
American aid to China has failed to 
produce the results hoped for, because 
so much of it was never used for the 
purposes intended. In regard to sup- 
plies of arms Mr. Marshall said that 
it was notorious that large quantities 
sent to the National Government had 
found their way into the hands of the 
so-called Communists to be used against 
the National Government. This 
position had been made worse by the 
hug2 quantities of American supplies, 
which have fallen into the hands of 
the enemies of the Government at 
Mukden and els2where. 


Economically the position is greatly 
worsened since the great drive from 
the North began. This is exemplified 
by the rise in the price of rice at 
Shanghai by 3000 per cent. in a day. 

President and Generalissimo Chiang 
Kai-shek has stated that unless the 
United States sends more and im- 
mediate help the position of the Gov- 
ernment and its supporters will be 
desperate. Mr. Marshall is not inclin- 
ed to throw good suvplies after bad. 
Indeed, the United States has itself 
largely to blame. Ever since Mr. 
Roosevelt removed the late General 


NINETEEN FORTY-EIGHT IN CHINA 


What a year! It is little wonder thai 
businessmen eye the future with some 
misgiving. 

Political disintegration in China tak- 
ing a more definite form as the months 
go on; extravagant control measures 
which have tenaed ‘o Stilie trade; une 
lack of planned development in most 
parts of China; the unscable currency, 
pursuing its apparently endless down- 
ward path and reflected in the astro- 
nomical figures of the Budget, which 
is revised every three montns and now 
can no longer be published. All this, 
and more, nas tended 10 give an ex- 
tremely gloomy picture. 

Now the steadily advancing armies of 
the Communists present an added un- 
cer.ainty as to what trading prospect« 
may be like under a possible new re- 
gime. 


Meanwhile foreigners find themselves 
under fire on both sides. Tien‘sin is 
threatened and its port in danger of 
falling. Perhaps because of this threat 
and the need felt for evacua‘ing their 
forces the Nationalist authorities re- 
quisitioned some t2n ships Owned by a 
foreign firm. This action has naturally 
increased the difficulties involved in tax- 
ing supplies to Tientsin, and has like- 
wise shown an unfortunate arbitrary 
attitude towards non-combatants which 
is not conducive to goodwill. The 
stacking: up of around 100,000 tons of 
coal at T'angku awaiting shipment, is 
an example of the d‘sruption prevalent. 

At the same time, the tenacity of the 
Chinese people is an asset which, to a 
very large extent, counterbalances the 
gloomy picture envisaged. The Britisa 
may be, as Niapoleon suggested, “a 
nation of shopkeepers”, but the Chinese 
are even more emphatically a “nation 
of traders”. Trade they must; it is in 
theiy blood, and the trader will carry 
on through drought, flood, and even 
war. When al] other means fail, bar- 
ter trade develops. T'he result is, that 
where chaos could be expec‘ed, as at 
present under the tremendous forces 
now at work out in this country, 
there has been —sveaking comparative- 
ly—remarkably little disruption of trade. 
It may not be trade in which foreign 
merchants can for the time being play 
much part but trade is there and a 
foundation exists upon which in the 
coming years, given a modicum of 
peace and stability, a new structure of 
trade and commerce may arise. 

Hongkong watches. The contrast be- 
tween a stable and an unstable govern- 
ment, a stable and unstable currency, a 
balanced and an unbalanced budget is 
discomforting, but enterprise by local 


Stillwell, because of the latter’s dis- 
agreements with Chiang, the position 
has deteriorated. The National Gov- 
ernment steadfastly refused to 
follow the advice of the State Depart- 
ment, believing that the U.S.A., whose 
foreign policy hinges on China, would 
be obliged to continue support of the 
Government. The day of reckoning 
has now arrived. 


avthorities has led to an _  encourage- 
ment of industrial projec's, the transfer 
of cotton mills and other establish-— 
men.s to this port and a growing expan- 
sion in every direction which is making 
ready to meet the demand for goods in 
China. Like a spring-board, ready to 
get into action at the right momen, 
Hongkong is there. 


THE PUBLIC WORKS 
DEPARTMENT OF 
HONGKON G 


The Department of Public Works 
consists of a Headquarters and nine 
offices as follows: —- Architectural; 
Buildings Ordinance; Crown Lands 


and Surveys; Drainage; Roads; Port 


Works; Transport; Valuation and Re 
sumption; and Waterworks. 

The Architectural Office is concern- 
ei With the construction, restoration, 
maintenance, alteration and additions 
of Government owned buildings (of- 
fices, flats, markets, schools, hospitals, 
police and fire stations, prisons, camps, 
crematoria, lighthouses, abatoirs, bath 
houses, dispensaries, latrines etc.). 

The Buildings Ordinance Office is 
concerned with th2 administration of 
the Buildings Ordinance which con-. 
trols the construction of buildings by 
the public. Plans of architects and 
builders have to be submitted for ap- 
proval for rehabilitation and new con- 
struction work, demolitions, alterations 
and additions. 


The Crown Lands and Surveys Of- 
fice is putting up Crown Land for 
alienation either by public auction for 
long-term leases, or is entering into 
leases by private treaty, while Surveys 
are conducted both of the Colony and 
of small lots. 3 

The Drainage Office is in charge of 
new work, rehabilitation and main- 
tenance of sewers and storm water 
drains and anti-malarial works. 

The Roads Office maintains, repairs 
and builds roads, bridg2s, quarries, 
public recreation grounds, dumps, 
channels, street lighting, etc. There. 
are 390 miles of roads in the Colony. 

The Port Works Office is concerned 
with building and repairs of sea walls 
and piers, dredging, aerodrome facilities 
as well as the new construction of 
the air field of Hongkong. 

The Transport Office maintains and 
operates motor vehicles (cars, lorries, 
ambulances, cycles) for Government. 
services. 


The Valuation and Resumption Office 
values’ hereditaments connection 
with resumptions of town planning 
development, street widening and 
construction, rehabilitation of build- 
ings, purchase of properties, grants 
of new Crown leases etc. 

The Waterworks Office is operated 
as a self-supporting service, descrip- 
tion of which will be found elsewhere 
in this issue. 
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REPORT ON THE RAILWAY OF HONGKONG 


Business & Operations of the British Section of the Kow- 
loon-Canton Railway for the Financial Year 1947/1948 


Although the shortage of rolling 
stock, machinery and equipment pre- 
vented a restoration of the services to 
a pre-war standard, considerable pro- 
gress towards rehabilitation was made 
during the year April 1, 1947 to March 
31, 1948. 

The Railway Department also derived 
the full benefit from rehabilitation 
carried out during the eighteen months 
after the re-occupation which culminat- 
ed in the introduction of a greatly im- 
proved train service in March, 1947. 
This augmented service enabled  sub- 
stantial increases in revenue to be made 
over the previous Financial Period of 
eleven months. 

Gross and net revenue for the fiscal 
year 1947/48 were $6,431,252 and 
$3,128,787 respectively as against 
$4,431,700 and $2,205,311 for the period 


versa. The total number conveyed, 
1,908,416 was a record for the Railway 
being an increase of 9.64% above the 
previous highest in 1936. 

Considerable difficulty was experien- 
ced in handling this heavy passenger 
traffic owing to the shortage of rolling 
stock, and the inadequate booking facil- 
ities at Kowloon Station. The latter 
inconveniencs was remedied by the 
ctuilding of a new Booking Office which 
was opened in August, 1947, and en- 
abled crowds to be booked in a much 
shorter period than hitherto. It was, 
however, not possible to alleviate the 
discomfort and inconvenience caused 


by the shortage of rolling stock, and it 
is feared that very little improvement 
can be expected until the arrival of new 
coaches irom Great Britain which were 
ordered in 1946. 


There was marked improvement in 
running costs per train kilometre for 
both coal and oil burning locomotives. 
The cost of coal not only declined but 
the quality was better and more uni- 
form than during the previous year. In 
addition, the maintenance of locomo- 
tives greatly improved and the increas- 
ed train service resulted in a more in- 
tensive use of engines. There was a 
rise in the price of fuel oil, but improv- 
éd maintenance and greater use of en 
gines caused a_ reduction in running 
costs. This rise, however, reached a 
stage when it became necessary to con- 
sider whether it would be more econo- 
mical to continue to use this fuel In 


KOWLOON-CANTON RAILWAY (BRITISH SECTION) GOODS AND 
PASSENGER STATISTICS 


ending in March, 1947. The increases Monthly 
were principally due to the growth in Monthly Total Average 
population of the Colony and Canton Average Jan.-June Jan.-June August September 
and the improved train service. These 1947 1948 1948 1948 1948 
factors together with the progress - 
in the economic rehabilitation Nos. Nos. Nos. Nos. Nos. 
of the Colony since the re-occupation oca 
resulted in the heaviest passenger traffic Upward 39,281] 286,172 47,695 43,407 44,686 
in the history of the Railway. = Downward 32,139 272,218 45,370 51,257 48,590 
Operati E 2s in 1 oreign 
$3,302,465 “compared. 388 Upward 84,841 659,397 109,899 111,945 105,892 
previously. The rise was due to ad- Downward 73,545 576,267 96,044 92,774 88,967 
ditional expenditure on fuel owing to 
increasad train mileage performed by Goods: kgs. kgs. kgs. kgs kgs. 
British Section locomotives, increased Local 
expenditure on repairs and rehabilita- Upward 86,840 444,905 74,151 135,650 48,096 
tion as materials gradually became Downward 281,832 955,440 159,240 87,315 113,785 
available, and the general rise in Foreign 
salaries as a result of the Salaries Upward 10,295,666 24,152,620 4,025,437 4,247,030 5,005,020 
Commission. Downward 351,000 14,223,000 2,370,500 6,275,340 3,261,910 
amounted to $1,324,336 the principal 
items none repairs to Beacon Hill Tun- oe H.K.$ H.K.$ H.K.§. H.K.$ H.K.$ 
Local 65,982.58 505,681.65 84,280.27 85,615.25 78,463.90 
pairs to buildings and rolling - stock Foreign 328,458.98 2.475,435.74 412,572.62 415,579.43 391,142.27 
necessitated by enemy action. Goods . 
The selaadnad traffic feature of the Local . 3,592.30 10,580. 50 1,763.42 2,084.65 , 1,701.05 
* year Was the record number of through Foreign 64,250.97 162,134.6& 27,022.44 29,666.75 26,230.43 
passengers travelling between the Col- Miscellaneous . - 
cng and Chinese Territory and vice Receipts... 61,539.21 264,329.09 44,054.84 43,687.87. 55,093.75 
HONGKONG IMMIGRATION AND EMIGRATION STATISTICS 
Monthly 
Monthly Total Average July August September October November 
Average Jan.-June Jan.-June 1948 1948 1948 1948 1948 
(a) By Rail 1947 1948 1948 
a) By Rail: 

73,545 576,267 96,044 78,902 92,774 88,967 126,1 19 93,271 
84,841 659,397 109,899 96,049 111,945 105,892 127,214 90,819 
Difference ....... —10,296 —83,130 —13,855 —17,147 —19,171 — 16,925 — 1,095 * 2,452 

(b) By Sea: 

48,561 351,636 £8,606 £5,163 63,107 58,636 65,322 66,983 
Ee 44,583 341,662 56,944 54,753 54,590 62,749 66,781 64,597 
Difference ....... +3,978 +9,974 +1,662 +410 +8,517 — 4,113 — 1,459 + 2,386 

(c) By Air: 

3,634 50,734 8,456 10,062 8,190 9,333 11,571 12,635 
Outward... ...... 3,179 46,885 7,814 9,584 9,301 9,919 10,988 13,033 
Difference +455 +3,849 +642 +478 —1,111 — 586 + 583 — 393% 

(d) Totals: 
125,740 978,637 163,106 144,172 164,071 156.936 203,012 172,889 
132,603 1,047,942 174,657 160,386 175,836 178,560 204,983 168,449 
Difference ....... —6.863 —69,307 —11,551 —16,259 —-11,765 — 21 624 1,971 + 4.446 
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place of ‘eal; particularly’ as‘ the‘ price 
of the latter : ‘commodity decreased. In 
consequente’:no further ‘conversions’. of 
locomotives from. coal to’ oil fuel took 
place. 

In addition, the delivery lor 
fuel oil, were considered excessive and 
it was decided that savings would ac- 
crue if the oil was collected direct from 
the installations. With the co-operation 
of the Marine Department, a Phoenix 
barge was converted by the Yaumati 
Slipway for, the carriage bunk#r fue! 
and the necéssary pump and starting 
motor were, installed by the Railway 
Workshops. _The barge was placed in 

ervice on December 10th, and ‘by the, 
end of the yaar, savings effected © had 
more than covered the capitai value of 
the barge, ps all conversion and 
operating ‘Costs. 


Chinese Railway relations 


Negotiations which had been in pro- 
gress Over a period of two years achiev- 
ed fruition when the British section 
secured the recognition of its ownership 
of three locomotives, one 65-ton break 
down crane, 14 machines, 27 coaches 
and 63 wagons which had been moved 
to the interior during the Japanese oc- 
cupation. All were returned before the 
end of the year except six coaches and 
one locomotive on the Canton h'iankow 
Railway. The six coaches were sold to 
the latter administration and negotia- 
tions were in: progress, when the year 
ended, for the.sale of the locomotive. 
Unfortunately the return of the rolling 
stock did not alleviate the overcrowd- 
ing between Kowloon and Canton, as 


the 2i coaches returned had been 
operating between the two. terminals 
under Chinese ownership throughout 
the year. 


An agreement was also reached re- 
garding the hire and demurrage of roll- 
ing stock. The British Section agreed 
to supply a quota for the through ser- 
vice of 20% of the coaches and wagons, 
the ratio baing the same as the division 
of through receipts, Coaches and wagons 
in excess of the quota were paid for at 
the rate of $50 per coach day, and 50 
cents per ton capacity of the wagon per 
day increasing to $1 per ton for delays 
above certain periods. This arrange- 
ment commenced from March Ist, 1948. 
The balance accruing to the British 
Section for that month was $12,860. 

In some respects the year: was dis- 
appointing. It was hoped that the link 
established with the Canton Hankow 
Railway in July, 1946, would have re- 
sulted in a steadily increasing volume 
of goods traffic beween the Colony and 
the interior. Unfortunately, these 
hopes failed to materialise owing to the 
continuous restrictions which were 
placed on imports and experts. from 
China by the Chinese Government 
while the decline in the value of the 
Chimese dollar made~- normal, trading 
difficult. In consequence there was a 
decline in the quantity of through gooris 
traffic, the drop in. revenue — this 
source being $103,667. 


A further cause for disappointment 
was the absence of .a Working. Agree- 
ment with the Chinese Section. ,. Joint 
traffic working between the two. Sections 
was carried out by adhering as closely 


as possible, so far as changed circum- 
stances would permit, to the basis of 
the former Working Agreement. This 
method necessitated an increase in cor- 
respondence and meetings between the 
officials of the two Sections in order to 
arrive at a_ settlement of the various 
difficulties which arose from time _ to 
time. An agreement was reached on 
most problems, but considerable time 
was often- wasted owing to the absence 
of a recognised formula for dealing 
with situations, and the frequent neces- 
sity for referring matters to the Chin- 
ese headquarters at Hengyang before a 
final decision could be made. 


Future Prospects 


The outlook for the future is difficult 
to forecast. The Railway suffered 


‘heavily during the occupation and or- 


ders already placed in Great Britain 
for the replacement of worn-out and 
looted rolling stock and machinery, and 
materials for re-railing the track in- 
volve a capital expenditure of several 
million dollars. To maintain the pre- 
sent level of revenue may b> difficult 
as there will undoubtedly be increased 
competition from river shipping result- 
ing in a possible reduction in fares, and 
consequently in passenger train re- 
venue. Air travel has already caused 
a decrease in the number of first class 
passengers, but it is hoped to speed up 
the passenger train service within the 
next few months, and this may stimu- 
late passenger travel and off-set to a 
certain extent the competition from 
river and. air. 

Freight traffic would undoubtedly 
move in considerable quantities to and 
from the interior were the present res- 
trictions removed, Chinese currency 
stabilised and economic conditions be- 
come more settled. There are, how- 
ever, no indications of this at the mo- 
ment, and the immediate prospects can- 
not therefore be viewed with optimism. 


TRANSPORTATION 


Through passenger traffic between 
the Colony and Chinese Territory has 
been heavy throughout the year, the 
number of passengers conveyed show- 
ing an increase of 51.67% over the pre- 
vious period. Details are as follows: — 


TERMINAL TRAFFIC BETWEEN 
KOWLOON AND CANTON 


1946 /47 
No. of 
Passengers Revenue 
1947 /48 
No. of 
Passengers Revenue 


SECTIONAL THROUGH TRAFFIC 


1946 /47 
No. of 
Passengers Revenue 
314,261 $ 506,858 
1947 /48 
No. of 
Passengers Revenue 
140,320 227,444 
354,977 $ 582,483 


The increases are attributable to the 
population increas2 and the shortage of 
river shipping since the end of the war 
which has greatly reduced competition 
from this source. The new air service 
between the two cities has however 
affected first class travel, there having 
reer. a decline in the numbers of this 
class of passenger travelling by § rail 
during the latter months of the year. 

The numb2r of local passengers in- 
creased by 371,282, the rise in revenue 
being $426,189. This was due to an 
improvement in the local train service 
which was brought about by the ar- 
r:val of locomotives from Great Britain, 
by repairs and rehabilitation ‘o ruling 
stock and the gradual re-population of 
the New Territories. First and second 
class accommodation was tntroduced in 
May and proved popular, there having 
been a steady increase in higher class 
travel. 

In order to combat road competition, 
a bus service was inaugurated on the 
Taipo Road in October, the fares being 
by agreement, the same as_ those 
charged by the Railway. This service. 
which is an extension of a local bus 
company’s franchise, had the effect of 
greatly reducing the numerous lorries 
which were operating on this road at 
cut rates when not licensed to do so. 
The result has bean increased Railway 
Traffic while the Government also re- 
ceived royalties from the bus company 
for passengers carried. Total figures 
for local traffic are as follows:— 


1946/47 1947/48 
Passengers 596,292 967,574 
Revenue. .......... $530,610 $956,799 


Through goods traffic decreased com- 
pared with 1946/47. Details are as 


follows:— 
1946—47 
184,236 Tons 
1947-48 
118,211 Tons 


— 
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The decrease was mainly due to the 
gradual lessening of U.N.R.R.A. sup- 
plies and the reduction in imports and 
exports passing to and from the in- 
terior via Hongkong owing to the very 
stringent restrictions imposed by the 
Chinese Government. Another factor 
militating against normal trading was 
the continuous drop in the value of 
Chinese Currency in the course of the 
year. Down _ goods traffic increased 
compared with the previous year, but 
the tonnage was still small, being 
mainly confined to vegetables and farm 
produce. There was however some 
export of wood oil from the Changsha 
area, 2,295 tons arriving in the Colony 
in tank wagons. 


Local goods traffic amounted to 4,00é 
tons only, revenue being $32,249. This 
consisted principally of small consign- 
ments of farm produce conveyed to 
Yaumati for the various Kowloon 
markets. 


RATES AND FARES 


With the exception of a reduction in 
August of the first class fare from 
$26.40 to $22, all up rates and fares to 
the Chinese Section remained unalter- 
ed throughout the year. 


Difficulties were, however, experien- 
ced over downward traffic as the rapid 
drop in the value of Chinese currency 
made frequent alterations to fares 
necessary. From November, 1946, all 
rates and fares between the two Sec- 
tions have been based on the Hongkong 
dollar, down fares being worked out 
on a transaction rate at the average 
of the previous 15 days market rate of 
exchange as quoted by the Bank of 
China in Hongkong. The decline of 
the Chinese dollar, however, necessitat- 
ed the Chinese Section adding a 20% 
surcharge to their rate in December as 
the depreciation was often so rapid 
they were unable to collect sufficient 
monies in terms of C.N.C. to cover the 
payment of their share of revenue to 
the British Section in Hongkong cur- 
rency. 


First and second class coaching stock 
was provided on all local trains from 
May 16th, and from that date the pre- 
war practice of issuing tickets to mem- 
bers of the Golf Club and first and 
second class monthly and season tickets 
at special rates was re-introduced. 


OPERATIONS 


There were no additions to the train 
service during the year, the increased 
service introduced in March, 1947 
necessitating the use of all available 
rolling stock. The progress of re- 
habilitation and repairs however en- 
abled various improvements to be car- 
ried out. The most important were 
the replacement in May of the con- 
verted wagon coaches by proper coach- 
ing stock on the trains leaving Kow- 
loon and Canton each day at 10.05 a.m. 
and 4.35 p.m., and the provision of 
lights in all British Section coaches. 


The former improvement increased the 
seating capacity of these trains by ap- 
proximately four hundred, and had a 
marked effect in reducing the sale of 
black market tickets at Kowloon. 


Considerable difficulty was experien- 


ced in the operation of goods trains. 


Deterioration in the condition of the 


wheels on U.N.R.R.A. wagons and th» 
lack of proper wagon maintenance on 


the part of the Chinese Section led to 
-a decline in their efficiency. 


It was 
necessary to introduce a strict system 
of examination of all rolling stock at 
the border before it could be permitted 
to run over the British Section. 
In addition, the absence of  pro- 
per brakes, and defective couplings, 
necessitated special instructions being 
issued in September in regard to the 
operation of goods trains. The most 
important were the reduction of speed 
over the British Section to 20 m.p.h. 
and the running of goods trains at 
times which would eliminate their 
crossing fast passenger trains. 


A further cause for anxiety was th: 
lack of signal lamps and double wire 
signalling all of which had been looted 
during the occupation. replace- 
ments were received during the year. 


Communications were improved by 
the re-installation of telephones at 
both ends of Beacon Hill Tunnel, Lok 
Lo Ha level crossing, the cable hut at 
Mile 11 and No, 8 Ganghut. 


The situation in regard to passengers 
travelling without tickets greatly im- 
proved. This was attributable to in- 
creased ticket inspections on all trains 


as the result of the appointment of two’ 


Ticket Inspectors in May and assis- 
tance given by the Police. Excess 
fares collected amounted to $101,938, 
while the percentage of tickets missing 
in collection dropped from about 9% 
to 2%% which was considered very 
satisfactory. Despite continuous Police 
activity, it was not possible to stamp 
out completely the sale of tickets in 
the Black Market at Kowloon Station. 
Police prosecutions were many and 
fines heavy, but the practice persisted 
and it is obvious that it will not be 
eliminated entirely until additiona: 
rolling stock is received and there ts 
more accommodation on trains. 


The timekeeping of trains generally 
greatly improved although it was not 
possible to reach a pre-war standarl 
of efficiency. There was, however, * 
continual improvement in the time- 
keeping of through trains over the 


‘Chinese Section as their rehabilitation 
progressed and numerous speed restric-. 


tions over bridges and bad sections of 
track were removed. These improve- 
ments had a beneficial effect on th» 
British Section. 


Eighty-two special trains were ru 
during the year. These were mainly 
in connection with heavy passenger 
traffic during the Ching Ming Festivals, 
Chinese New Year and the. Easter 


Holidays....:.Relling steck for.: :these 
specials consisted of -wagons converted. 
into coaches by the. ore ni win- . 
dows and. seats. 


473 goods were: of 
which 243 were to Canton and 230 im 
the reverse direction. 


WAY & STRUCTURES. 


All way and structures were main- 
tained in as satisfactory condition as 
the shortage of rails. and supplies per- 
mitted. The state of the track caused 
considerable anxiety as the rails were 
mostly over 30 years old, and whole 
sections required re-railing. No new 
rails were received during the year. 
The track im Beacon Hill Tunnel had 
deteriorated to such an extent :-that 370 
lengths of new 110-lb. rails and 375 
pairs of fishplates were obtained from 
the Chinese Ministry of Communica- 
tions and the whole length of in miles 
was re-railed. 


Owing to destruction and . lack of 
maintenance during the war, it was 
found that the existing labour force 
was insufficient to deal with the arrears 
of maintenance, and at the same time, 
reduce the weeds and undergrowth 
which had been allowed to grow un- 
checked during the occupation. An 
extra gang of sixteen platelayers. was 
therefore engaged in April, and by the 
end of the year most of the permanent 
way had been cleared of maior under- 
growth and weeds, 


The following permanent way re- 
newals were carried out during the 
year:— 


1. Sleepers. 
Ordinary timber 
sleepers 
Bridge and crossing 
timbers’ 
Concrete sleepers 
(2nd hand) ...... 74 
2. Ballast. 
3. Rails. 
85-lbs. B.S. (2nd 
4. Points and Crossings. 
Crossings (new) .. 1 
(2nd hand) 1 
1 


1,502 cu. yds. 


37 lengths 


Switches (new) ... 
(2nd hand) 

Bridges. ‘With the exception of the 
100 feet span bridges at Taipo and 
Shum Chun all steel bridges on the 


British Section were scraped and paint- 
ed with tar. 


The following bridge equipment, 
forwarded from India, wei: fabricated 


jin the Hung Hom Locomotive Yard:— 


| Thro’ span | 
1 set Callendar Hamilton 100 ft. 
Launching 
‘Nose. 


9 
> 
set 
2 


10 
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The Railway Piers at Kowloon and 
Taipo ‘were overhauled and ftepaireéd, 
as many ofthe timber deckings and 
fenders had been looted. durihg the 
occupation and several of the others had 
rotted owing to lack of maintenance. 


Buildings. The camouflage on Kow- 
loon Station building, the Clock Tower 
and Goods Shed was removed by sand 
blast from the cement gun. All the 
missing and damaged columns and 
parapets on the roof were replaced at 
the same time, and the clock faces in 
the tower were re-laid with white opal 
glass. A new booking office, circular 
in shape and considerably larger than 
the old one was built in the centre of 
the Kowloon Station concourse, A 
cash-shaft connecting the booking 
office with the accounts office was con- 
structed in order to eliminate’ the 
necessity of transporting cash ‘bags. 
through the crowded compound. A 
public address s ystem was installed ‘At 
Kowloon Station in June, 1947, five 
loud speakers being erected at key 
points for broadcasting instructions and 
notices to passengers. 


Two 25,000 gallon pressed steel tanks © 
with towers were erected in the Hung 
Hom Yard, one for oil and the other 


for water. A pump+house was erectéd 
near the former and two ashpits, 60: 
feet long were constructed near the 
later. 


Two new .4-room bungalows: were 
erected. at Taipo Market and Fanling 
for housing Station Masters at those 
stations. A new hut was built:.at 
Kowloon Tong to. accommodate: 24 
platelayers and a headmen, and four 
new small quarters were built at Sha- 
tin, Taipo, Taipo Market and Fanling 
for housing keymen. This was the 
first part of a two year programme to 
provide all keymen with family quar- 
ters. They had previously been’ pro- 
vided with a bunk’s space each. An 
old building near the Mechanical’ En- 
gineer’s Office, Hung’ Hom Loco: Yard, 
was completely overhauled and used as 
quarters for the Locomotive Depart- 
ment foremen.. All other native quar- 
ters in the Traffic, Locomotive = and 
Way & Works Departments were re- 
paired. 


MECHANICAL WORKSHOPS 


All locomotives, rolling stock, ma- 
chinery and equipment were maintain- 
ed in as good condition as their age 
and the shortage of tools would allow. 
The principal difficulty has been the 
shortage of machines and tools, as this 
affected both the cost and speed with 


which repairs and rehabilitation could 


be carried out. All the best machinery 
and tools were looted during the war, 
but twenty two new machines were 
received during the year, and this in 
conjunction with the arrival of mate- 
rials from the Crown Agents has en- 
abled considerable improvements to be 
made in the workshops outturn. Re- 
pair costs per engine, carriage and 
wagon were lower, and the greatly im- 


proved maintenance’ of rolling stock 
also led to a lower consumption of 
lubricating oil. 


The last six of the Austerity locomo- 
tives were received during the year. 
They were all coal burners equipped 
with fixed grates which will be re- 
placed by rocking grates as soon as 
the latter arrive from the United King- 
dom. ‘The total number in service was 
nineteen. The position is satisfactory 
in ‘so far as numbers is concerned, but 
the types are not the most suitable or 
economical for the work performed. 
The twelve Austerity and two smail 
shunters which were built for war pur- 
poses in 1944, are not of modern de- 


sign; but have rendered’ valuable 
service. 
Carriages and wagons. Genera! re- 


pairs and overhauls were given tv 
eighteen carriages and twenty wagons, 
while the arrival of some lighting sets 
from Great Britain combined with old 
equipment which was repaired in the 
workshops’ enabled lights to be re- 
installed in all British Section coaches. 
Fans were also re-installed in all first 
and second class rolling stock. 

The former Canton Belle and Taipo 
motor coaches were converted into first 
and second class composite carriages 
and used on the local service. The 
Japanese had removed parts of the 
motors during the war, and the manu- 
facturers were unable to supply re- 
placements. .A Railway Motor Bus 
was built in the workshops by joining 
two. Dodge Motor Truck chassis to- 
gether. The Bus could be operated 
from either end and was used as a 
shuttle service to and from the New 
Territories. 


The Railway steam cranes were in 
constant use during the year. Revenue 
earned by the cranes from work per- 
formed in loading and unloading cargo 
on behalf of commercial firms, Chinese 
Government and other Governmen* 
Departments was $42,662. 


Considerable work was carried out 
in the workshops on behalf of other 
Government Departments and organi- 
zations, 


SUMMARY 
1947/48 

Route Kilometerage 

—Operated 36 
Gross Railway Receipts ..$ 6,431,252 
Railway Working Expen- 

$ 3,302,465 - 
Net Operating Revenue ..$ 3,128,787 
Percentage of Railway | 

Working Expenditure to 

Gross Railway Receipts 51.35 
Capital Expenditure ..... $ 21,298,081 
Percentage of Net Operat- 

ing Revenue to Capital | 

Expenditure ........... 14:69 


Gross Railway Receipts per 


‘Youte kilometre opera- 

Railway Working Expen- 

diture per route kilo- | 

metre operated ....... $ 91,735 
Passenger Receipts: 

(a) Local Traffic .....$ 969,850 

(b) Through Traffic ..$ 4,326,842 

(c) Total Traffic ..... $ 5,296,692 
Percentage of Passenger 

Receipts ‘to gross Railway 

Number of Passenger Journeys: 

(a) Local Traffic ...... 967,574 

(b) Through Traffic ... 1,908,416 

Goods Receipts: 

(a) Local Traffic ....$ 33,106 

(b) Through Traffic ..$ 600,735 

(c) Total Traffic ..... $ 633,841 
Percentage of Goods Re- 

ceipts to Gross Railway 

Tons of Goods Hauled .... 122,219 
Revenue from other 

Percentage of Revenue 

from Other Sources to 

Gross Railway Receipts 7.78 


HONGKONG WIRE NAIL 
INDUSTRY 


Besides a number of small work- 
shops turning cut ‘wire nails there 
are four larger factories operating in 
the Colony producing monthly a total 
of some 10,000 drums or casks of 
nails containing 1 picul (13355 lhs) 
each. Specifications are usuaily from 
one to seven inches with small lots 
only manufactured under one inch. 
Exports are directed mainly to the 
Philippines and Siam, the former coun- 
try accounting for about 70% of total 
wire nail exports, buying 3 to 5” nails, 
while Siam usually accounts for 20% 
of export shipments, common specific- 
ations being 1 to 3”. The rest is ship- 
ped to Singapore and Malaya. The 
local products have to compete with 
imports from Belgium, the U.K., 
Czechoslovakia and Japan. As however 
cemand at present exceeds supply the 
local manufacturers can still charge 
prices in line with or even higher than 
imported nails. With the expected 
larger arrivals of Japanese made wire 
nails, which should sell then at con- 
siderably lower prices than at present, 
the current high level will have to be 
adjusted. Prices per picul for the 
sizes 1 to 4” range from $68 to 75; 
under one inch about $90 to 100. 


One factory is also producing screws 
both for the use of carpenters and the 
mechanical trades, its monthly output 
being now around 70,000 gross, costing 
from 60cts. to $3 per gross. Most ex- 
port. shipments are directed to the 
Philippines, to India and Burma. 


vy 
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THE HONGKONG WATERWORKS 


History of Waterworks Const ruction and Present Position 
of Water Supply 


By LEONARD JACKSON 


(Engineer-in-charge, Construction, Hongkong Waterworks Office) 


The Hongkong Waterworks owes 
its origin to Sir Hercules Robinson 
who, as Governor of the Colony, in 
1859 offered a reward of £1.000 for 


a design for a water supply. Previous 


to that date, supplies had been limited 
to wells or tanks filled from the hill- 
side streams; in fact Sir John Bowring 
who was Sir Hercules’ immediate 
predecessor had actually stated that it 
was not the duty of the Authorities 
to supply the public with water any 
more than the necessities of life. 

The award was won by a Mr. Raw- 
ling, a clerk-of-works attached tc the 
Royal Engineers, who proposed a 
small impounding reservoir in the 
Pokfulam Valley on the south side of 
the Island, by which the water would 
be conveyed by means of a conduit, 
around the West end of the Island to 
tanks in Bonham Road, from which 
the town could be supplied. 

The work was put in hand im- 
mediately and the first scheme was 
completed in 1863, but not without 
some financial difficulties. As a re- 
sult of an imperfect estimate of the 
cost of materials ordered out from 
England and to the substitution, at 
the order of the Colonial Office, of 
cement for lime, the original estimate 
was considerably exceeded. This was 
eventually provided for in a special 
Ordinance—No. 12 of 1860—wherein 
permission was given to mortgage the 
water rate of two per cent. to a sum 
of £30,000. 


Population Increase and Expansion 
of Waterworks 


From that date to the present, the 
history of the Waterworks is that of 
a continual struggle to catch up with 
ever increasing demands, a struggle 
which, through no fault of the Water- 
works Engineers, but due largely to 
the continuously growing demands, 
has hardly ever succeeded. 

When Mr. Rawling prepared his 
scheme the population was _ about 
90,000 but by the time the first sec- 
tion was completes it had _ already 
reached 125,000, and further supplies 
were needed. A new dam at Pok- 
fulam upstream of the original dam 
was commenced soon after and finish- 
ed in 1871, creating a reservoir of 66 
million gallons capacity. The recon- 
struction of the conduit was next un- 
dertaken and completed in 1877, pro- 
viding a water supply scheme capable 
of supplying half-a-million gallons a 
day continuously or a maximum of 
about three million gallons a day 
which is still in use. 

This supply, however, only fed the 
western end of the town, and the 
East Point and Happy Valley areas 
were still dependent on the hill- 
streams, intakes having been built in 


the Wongneichong and Tai Hang Val- 
leys in 1871, and Blue Pool and Mint 
Dams built in 1874 provided a small 
storage. The impossibility of provid- 
ing for the growing population from 
the small Pokfulam scheme, particu- 
larly as the centre of the town was 
moving eastward, led next to the 
development of the Tytam Valley, to 
the south-east of the Island. 


The great Tytam Reservoirs and Peak 
Water Supply 


The original Tytam Reservoir was 
completed in 1883, and by 1889 the 
first stage of the scheme was com- 
plete. This included the Tytam Reser- 
voir of 312.33 m.g. storage capacity, 
a tunnel through to the Wongneichong 
Valley 2,428 yards long, followed by 
a conduit 5,500 vards long winding 
along the northern slopes of the Island 
to six slow sand filter beds and a 
service reservoir of 5.7 m.g. capacity 
in the Albany Valley. The total 
storage available was then 378.33 m.g. 
The population had reached 194,482. 
This was the first supply to be filter- 
ed and soon after the Pokfulam sup- 
Ply was similarly treated at the West 
Point Filters which were completed in 
1290. 

The first Peak supply was the next 
development. In 1891 water was 
pumped to parts of the Peak District, 
which had previously been dependent 
solely on wells. This was a supply 
to a small tank at Wanchai Gap. fed 
by a hydraulic ram pump § from the 
Bowen Road Filters. A draw-off from 
the Bowen Road conduit was filtered 
in two slow sand beds and the service 
reservoir being at a much lower level 
the drive water for the rams was ob- 
tained from the discharge from the 
filters to the service reservoir, a por- 
tion of which was thereby pumped 
to the Wanchai Gap Tank. These 
pumps are still .working as_ slowly 
and efficiently as ever but delivering 
— tank at the 650 feet level 
only. 

In 1892 a City Waterworks Dis- 
tributing Scheme was completed. It 
was evidently then possible to  sup- 
ply all urban areas for in 1895 the use 
of wells prohibited on Public 
Health grounds. In the same _ year, 
the capacity of Pokfulam Reservoir 
was increased. By raising the over- 
flow level by two feet, the capacity 
was increased by 44 mg. The 
population had by then increased to 
248,948 and further resources were re- 
quired, but in the meantime this tem- 
porary measure was resorted to. 

By 1897 Tytam Dam was raised 
nine feet which increased its capacity 
by 72.47 m.g. and again a further 22.2 
m.g. was obtained by two feet boards. 
In 1899 a new reservoir was com- 
pleted, the high level Wongneichong 


Reservoir. with a top water level of 
730 feet AP.D. (above principle 
datum) and a capacity of 30.34 mg. 
increased to 33.99 mg by the use of 
boards. 

The storage of the Island therefore 
had by that time been increasad to 
a maximum of 511.39 m.g. but still the 
demand was rising and when a dry 
year came in 1902 there was another 
water shortage, with all the familiar 
difficulties. There was the usual 
clamour to re-open the wells but this 
strenuously opposed by 
Sanitary Board. Despite this there 
was an outbreak of cholera and 460 
cases were reported; water supply 
was restricted to one hour per day, 
and water was bought over from the 
Mainland in junks and pumped into 
three tanks on the praya. 


Water Shortages and new Reservoirs 


As a result of that shortage’ the 
City was saddled with one most un- 
usual scheme, that of rider mains... 
In order to make best use of the 
available water by reducing waste 
it was proposed to introduce univer- 
sal metering of supplies. The pro 
posal, however, was not well received 
by the Chinese residents and an 
amazing compromise solution was 
reached. Certain streets in the City 
were to be provided with duplicate 
mains, one to provide metered sup- 
plies and a second, called a rider- 
main, was unmetered. The reason 
for the duplication of the mains was 
that the unmetered (rider main) sup- 
ply could be shut off during periods 
when the supply had to be restricted, 
whereas the metered supplies were 
not so restricted until the storage 
position became much more _ acute. 
The consumers supplied from ‘the 
rider mains jointly subscribed $1,000,- 
000 towards the cost and an _ extra 
quarter per cent. tax to cover main- 
tenance, rather than pay for all water 
consumed. The scheme  com- 
menced in 1903 and completed by 
1906. 

On the constructive side, however, 
work was commenced or pushed on 
for a number of new reservoirs. Two 
of these were in the Tytam Valley, 
the Bye-wash completed in 1904 and 
Tytam Intermediate in 1907, and in 
addition there was the first Kowloon 
Reservoir, to which reference’ will 
be made later. 

The next development on the Island 
was a true Peak Pumping Scheme, 
for in 1914 the’ Pokfulam Road pum- 
ping station was completed, which 
pumped water from the West Point 
filters to a tank on Victoria Peak 
with a top water level of 1751.88 feet 
A.P.D., a total lift of 1292 feet. From 
this tank water could be distributed 
to all parts of the Peak residential 


area. 

In 1917 Tytam Tuk Dam was finish- 
ed, the largest and last to be built in 
that valley. With the completion of 
new slow-sand filters at Elliot in 1919, 
fed with raw water from — Albany 
by means of a 12-18 inch pipe, and 
Fastern in 1925, supplied direct from 
Bowen Road conduit, the Tytam 
Scheme, apart from improvements 
and modifications was completed large=- 
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ly as it stands to-day. At the open- 
ing of the Tytam Tuk Dam, this 
scheme was publicly described as one 
to satisfy the Colony for many years 
to come, for Tytam Tuk Reservoir 
alone doubled = the total storage 
capacity of the Waterworks at the 
date of its completion. Yet before the 
scheme was complete new — supplies 
Were being sought and within 12 years 
time and in spite of the addition of 
the Shek Lai Pui Reservoir and the 
availability of the flow from. the 
Shing Mun Intake, in 1929 the Colony, 
though more particularly the Island, 
suffered its worst water shortage. 


Development of Waterworks in 

Kowloon 

The original Kowloon supply was 
provided by three wells north of 
Yaumati with a yield of approximate- 
ly 250,000 gallons per day wich weie 
brought into use in 1895. The New 
Territories Lease was effected in 1899 
when the flag was first hoisted at 
Taipo on April 16 of that year. in 
1901 the well supply for Kowloon was 
increased by 100,000 gallons per day, 
but no resarvoir scheme being pos- 
sible on the Peninsula of Kowloon, no 
doubt the acquisition of the New 
Territories enabled serious consider- 
ation to be given to possible reservoir 
sites in the hills immediately to the 
north, for in 1902 work was com- 
menced on the original Kowloon Re- 
servoir to be completed in 1910. This 
gave Kowloon a _ storage capacity of 
352.5 m.g. with an extra 32.5 m.g. if 
the weir level was raised three feet 
with sluice boards. 


Three slow-sand filter beds were 
also built, an extra bed being added 
in 1916, and two more in 1922 and a 
second reservoir, Shek Lai Pui, of 116 
m.g. capacity was completed in 1925, 
together with four more filters. But 
by that time, as was described above, 
the Island was nearing the end of its 
resources and it became necessary to 
look to the Mainland for extra water. 
In 1923 therefore a start had been 
made on the Shing Mun Scheme 
which, by means of a crossharbour 
pips line, would supply water to the 
Island in addition to providing fur- 
ther resources for Kowloon. The first 
part of the scheme only provided for 
an intake in the Shing Mun river for 
the purpose of augmenting the exist- 
ing supplies, until such time as the 
Dam could be built to provide’ the 
storage reservoir necessary to the 
complete scheme. The intake supply 
conduit and recevtion reservoir were 
completed in 1926, but the whole of 
this part of the Scheme was not of- 
ficially ovened until March 31, 1930, 
when water from the Shing Mun 
River was first elivered into the 
Hongkong Island _ distribution main. 
From this date, Kowloon Waterworks 
ceased to be an independent unit from 
the older City Waterworks and from 
that time the develooment has been 
that of a unified system. 


It will be noted, therefore, that in 
1929, the cross harbour’ connection 
was stili not laid—in fact at the 
period of the height of the crisis the 


Waterworks Engineer, Mr. R.M. Hen- 
derson, was in England = discussing 
the scheme with the, Consulting En- 
gineers. 


The Water Crisis of 1929 


No historical note on the Hongkong 
Waterworks could omit mention 
though necessarily brief, of that 
desperate year. Despite the continual 
construction programme that has al- 
ready been described, the 600,000 
people on the Island in July, 1929, 
were only being allowed three 
lon gallons per day from the Water- 
works plus approximately one million 
gallons per day brought to the Island 
in boats, a total of 6.67 gallons per 
person per day. On June 20 of that 
year only two reservoirs on the Island 
had any water left-—Tytam 176.8 m.g. 
and Tytam Bye-wash 11 m.g., a total 
of little over 180 m.g. or 60 days of 
the restricted supply. illustrate 
the seriousness of such a shortage it 
should be noted that a minimum 
storage of 1,000 m.g. at the end of 
May is now’ considered essential, or 
that with only 10 hours’ supply in 
March this year the consumption never 
dropped below 10 m.g.d. and in May 
6.67 m.g.d. in June, 1929. The demand 
in 1929 for adequate measures to be 
taken was, of course, fully justified, 
particularly as only six years before the 
Governor, Sir Reginald Stubbs, address- 
ing the Legislative Council on the pro- 
posed Shing Mun Scheme had said that 
‘‘whatever the sum may prove to be, I 
am sure that Honourable Members will 
agree that no price is too big to pay 
for the assurance of a really adequate 
water supply for many years to come.” 


That supply was still not forthcoming 
in 1929, and largely as a result of that 
shortage an entirely new scheme was 
commenced on the Island in the valley 
above Aberdeen, extensive catchwater- 
ing was carried out to augment the 
Island catchments, and the Shing Mun 
Scheme proper was expedited. The 
Aberdeen Reservoirs added 280 m.g. 
storage and were completed by 1951, as 
was the Byewash Dam in Kowloon, and 
the Jubilee Dam in the Shing Mun 
valley in 1936 which again doubled the 
total available storage of the water- 
works, yet in 1937 and every year since, 
restrictions have still had to be imposed 
culminating in the position this year that 
on May 27 with but a ten-hour supply 
there were only 1482 m.g. left in the 
reservoirs, or only 61 days supply at 10 
hours per day. 


Current Position and Outlook for 
Future Supply 


The position today therefore is that 
with thirteen reservoirs having a com- 
bined storage capacity of 5970 m.g. it 
is only possible to maintain a 24-hour 
supply during the wet season and dur- 
ing every dry season the supply has to 
be restricted, in a good year perhaps 
no more than a nightly shut-off from 
say 10 p.m. to 6 a.m. but if resources 
drop and demand increases even this 
16-hour supply cannot be maintained. 


There can only be one objective for 
any Waterworks Organisation, namely 


January 


a full 24-hour supply to all consumers. 
This unfortunately has rarely been pos- 
sible in Hongkong and now is quite 
unattainable with the present resources. 
Apart altogether from the refugee in- 
flux there is the ordinary increase in 
population, and a greater per capita de- 
or due to improved housing condi- 
ions. 


Also, if Hongkong is to tackle the 
problem of universal flushing instead of 
the out-dated night soil disposal still in 
use in large areas of the Colony, there 
will be an additional heavy load on the 
Waterworks. 


Alternative sources of water have of 
course b2en frequently suggested. The 
conversion of seawater is an obvious 
possibility. Unless the use of solar 
energy can be developed however, there 
is little likelihood of this method being 
of use. In 1927 a detailed investigation 
was made on the basis of oil or coal 
fuel and even with prices as they were 
then, coal at $11.20 to $13.20 per ton 
or oil at $35 per ton, it showed that 
the water would cost $2.89 per 100 gal- 
lons, as compared with the cost of 
water supplied by the Waterworks at 
that date of about 30 cants. 


Sea water could also be used for 
flushing. This too was investigated in 
1921 and again in 1927. It would be 
very expensive and the 1921 Committee 
reported as follows: “The time may 
come when the limit of the fresh water 
resources of the Colony has been so 
nearly reached that it will be more eco- 
nomical to obtain a supply of salt water 
than to obtain an equal addiional sup- 
ply of fresh water, but it does not ap- 

2ar that that time has yet arrived, and 
no works which may he carried out 
now for the use of fresh water will in 
any way interfere with the use of salt 
water when its use is found to be more 
economical.” 


That argument still holds goods for 
ali the various alternatives, and it stil] 
remains the basis of Waterworks policy. 
Other fresh water resources are still 
available in the Colony, and one, the 
Tai Lam Chung Valley Scheme has 
bean reported on favourably by Con- 
sulting Engineers. But this scheme will 
take several years to complete and has 
not even been authorised yet. In the 
meantime the prospect can only be one 
of restrictions every winter and possi- 
bly also in summer, if consumption 
keeps mounting at its present rate. 


To make the best possible use of the 
existing resources, work has already 
commenced ona programme of im- 
provements designed to eliminate the 
shortage of filtration and service re- 
servoir capacity, modernisation of 
pumping plants and improvements to 
the distribution systems. However, no 
improvements in detail will ever im- 
press the consumer who goes to the tap 
to find it dry, yet this is what must be, 
daily, for certain periods of every year 
until substantial additional resources 
are provided, and I can only conclude 


by repeating Sir Reginald Stubbs’ 
words already quoted that “whatever 


the sum may prove to be, no price is 
too big to pay for an assurance of a 
really adequate water supply for many 
vears to come.” 
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HONGKONG GAS CONSUMPTION HONGKONG PRODUCTION OF 
CEMENT 
Monthly The local cement production in 1948 
Monthly Average Total Pp 
Average Jan.-June Jan.-Sept. October November rig 
1947 1948 1946 - 1948 1946 building indus-ry of Hongkong taking 
Cubic feet Cubic feet Cubic feet Cubic feet Cubic feet— everything which is turned out. The 
Industrial & local cement producer is the Green 
General .. 17,033,392 21,526,850 189,593,800 22,309,300 24,449,700 
Public Lighting 1,328,567 1,758,350 16,728,400 2,288,100 2,314,100 Monthly average iota, 2,852 
Total 18,361,959 23,285,200 296,682,200 24,597,400 26,664,100 ‘January/June............ 4,415 
cubic feet, and in November 1,752,800. 4.725 


total local cement production amount- 
ed to 26,492 tons, and for the first 11 
months of 1948 the cement production 


HONGKONG CONSUMPTION OF ELECTRICITY 


(in Kilowatt hours) 


totalled 47,932 tons. Peak production 


Monthly Total last year was reached in October which 
Monthly Total Average Jan.-Sept. October exceeded the monthly average of 1947 
Average Jan-June Jan.-June 1948 1948 by 65.7%. 
1947 1948 1948 
Lighting 3,298,718.00 24,566,409 4,094,402 38,102,352 4,639,552 * 
POWOr ...+. 1,244,540.71 20,566,531 3,427,755 32,202,114 4,144,863 
Traction dia 631,524.50 4,391,936 731,989 6,614,780 743,580 , 
Bulk Supply HONGKONG PRODUCTION OF 
Consumers 2,340,809.42 19,755,142 3,275,857 30,544,117 4,058,540 - FLUID MILK 
Public Lighting 71,710.92 509,838 84,973 796,213 105,594 
Total 7,587,303.55 69,689,856 11,614,976 108,259,576 13,692,129 modern one” being 
the Dairy Farm, Ice & Cold Storage 
Co. Ltd., produced the following 
amounts of liquid milk in 1948:— 
HONGKONG POST OFFICE REVENUE Gals. 
Monthly average 32,544 
Monthly Averages Total November 44,836 
Postage due Labels ...... 956.26 1,293.04 —-13,720.70 851.27 
mati consumption in this year compa 
Receip-s Stamps (Collected with 1947 is conspicuous, testifying to 
on behalf of Inland Re- the higher standard of living of the 
venue Department) 87,574.43 103,104.00 1,035,144.00 118,680.00 population in the Colony. aden | 
> e increase in mi production in 
Index on Basis Average against the 1947 | monthly average 
Monthly Receipts 1935- a amounts to respectively 48.16% and 
1939 ($177,326.32=100) 352.43 425.43 463.56 483.41 41%. 


COAL STOCKS OF HONGKONG 


For the first eleven months of 1948; in long tons. 


Monthly Monthly 


Average Average July August September October November 
1947 Jan.-June | 
Bituminous Lump ....... 47,185  . 63,277 70,668 72,239 62,583 58,967 45,908 
Bituminous Dust ....... 10,515 13,496 14,706 15,236 14,805 14,155 11,782 
Anthracite Dust ........ 7,025 3,086 5,864 6,447 4,512 4,574 3,206 


Figures not available before March, 1948. 
Monthly Average March-June. 


or 2 first SlIx montns o ¥45 the 
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HONGKONG’S TRADE WITH JAPAN 


In line with the policy of the United 
States Government to stimulate Japan’s 


trade, is the permission’§ given to 
Japanese businessmen to visit other 
countries for commercial purposes, 


It is obvious that up to now Japanese 
merchants have been much hampered 
by their inability to get first-hand 
knowledge of the requirements of 
their markets, and the permission now 
given should lead to a marked in- 
crease in trade. 

So far as Hong Kong is concerned, 
however, there would not s2em to be 
much likelihood of any change in 
trading methods with Japan. Trade 
here, as is well known, is maintain- 
on the Hong Kong Government/SCAP 
two-way account, with the Depart- 
ment of Supplies, Trade & Industry 
keeping an eagle eye On the credit 
balance in Tokyo. 

For the first ten months of this year, 
the trade balance with Japan, as 
compared with 1947, was as under:— 


1948 1947 
Jan./Oct. Jan./Oct. 
Imports from 
Japan $60,774,533 $24,495,988 
Exports to 
Japan 39,943,640 7,486,835 


HK$20,830,893 $17,009,153 


There was an excess 
of imports over exports of $20.8 mil- 
lion, compared with the smaller un- 
favourable balance of $17 million for 
1947; the gap however, as explained 
in our issue of August 11, is partly 

by earnings from services and 
other invisible exports. 

The total trade of Hong Kong with 
Japan for 1948 (January/October) 
amounted to $100.7 million, as against 
$31.9 million for the same period of 
1947 (an increase of 215.6 per cent). 
or compared with a total of $89.5 mil- 
lion for the whole of last year. Total 
imvorts for 1948 (Jan./Oct.) ($60.7 
million) showed an increase of 149.9 


HONGKONG WHEAT FLOUR 
STOCKS 


The monthly average of wheat flour 
stocks in Hongkong in 1947 amounted 
to 3,767 long tons, while the average 
for the first half year of 1948 was 

2,852 tons. Stocks at the end of June 
were 6,953 tons, and wheat flour stocks 


as at July 31, 1948 amounted to 5,892 
tons. 


per cent. over 1947 (Jan./Oct.) ($24 
million), and tocal exports ($39.9 
million) for 1948 (Jan./Oct.) showed a 
gain of 432 per cent. over 1947 ($7 
million), the same period. Further 
analysis indicates that whereas im- 
ports for July/October 1947 showed 
a gain of 600 per cent. over those for 
the first half of that year, imports for 
July/October 1948 dropped 57 per 
compared with January/June 

Exports also showed a downward 
tendency for the later part of this 
year, for whereas an increase of 500 
per cent. for July/October 1947 over 
January/June 1947, the increase was 
only 33 per cent. for July/October 
1948 over January/June 1948. The 
ae for imports and exports fol- 
ow :— 


Imports 1948 1947 
$ $ 
January/June .. 42,564,196 3,397,577 
July /October . 18.210,337 21,098,411 
60.774,533 24,495,988 
Exports 1948 1947 
$ $ 
January/June ... 17,105.923 1,376,681 
July/October ... 22,837,717 6,110,154 


39,943,640 7,486,835 


Raw materials are at present the 
great need in Japan. Foodstuffs, par- 
ticularly soya beans, are also in 
demand. The following table shows 
the principal imports and exports 
which passed between Japan and 
Hong Kong during the ten months of 
1948 ending with October:— 


Imports from Japan into Hong Kong 


1948 1948 
July/ January/ 

October June 

HK$ HK$ 


Textile fabrics and 
small wares 

Raw textile mater- 

Products for heat- 
ing, lighting and 


3,945,189 9,639,586 
3,362,081 1,042,694 


Chemical elements, 
pharmaceutical 
products ...... 1,165,517 2,767,300 
Non-metallic min- 
Rubber manufac- 
Pottery and clay 
1,906,424 1,320,442 
Fishery products 949,270 1,325,604 
Machinery other 


than electrical .. 727,845 4,285 


Exports from Hong Kong to Japan 


1948 1948 
July/ January/ 

October June 

HK$ HK$ 


Oilseeds, nuts & 
11,081,739 6,500,000 
Raw textile mater- 


Chemicals & phar- 
maceutical 1,354,976 480,905 


Vegetables, etc., 
chiefly used for 
food 1,224,790 2,855,201 
888,560 69,412 
§60,454 453,108 


540,567 1,155,808 


Animal & vegatable 
Vehicles &  tramfs- 
port equipment . 
Miscellaneous crude 


INTERNATIONAL TIN STUDY GROUP 


At Scheveningen the third meeting 
of the International Tin Study Group 
was held. The object of the confer- 
ence was to study a report issued by a 
working committee of the tin study 
group, in order to arrive at the con- 
clusion of an international tin agree- 
ment in conformity with the general 
spirit and the principles of the Char- 
ter of the International Trade Organi- 
zation. The tin study group decided 
to ask the governments of the member 
countries to inform them if they were 
willing to consider such an agreement 


HONGKONG SLAUGHTERHOUSES 


Animals slaughtered for the period January to November 1948 
Monthly 
Monthly Monthly Average Total October November 
Average Average Jan.-June Jan.-Sept. 1948 1948 
| 1946 1947 1948 1948 
chs 2,277 3,800 2,805 28.141 4.608 4,216 
22,633. 37,162 44,052 402,147 47,971 43,594 
Sheep and Goats 264 282 282 2,945 610 785 
Total "25,174 41,24¢ 47,139 433,233 53,189 | 48,595 


‘lands, 
United States. 


and if they were prepared to partici- 
pate in a conference having the objec- 
tive to formulate and agree upon the 
final treaty. 

The group did not make proposals 
regarding an increase of the production 
of tin in the Far East. Nor were any 
world tin prices discussed, other than 
those coming within the framework of 
the proposed international agreement. 

Regarding the tin situation it was 
pointed out that, since this metal was 
in great demand it would remain 
scarce for the time being, although it 
was anticipated that next year’s tin 
output would be considerably above 
the 1948 level. 

If indications were not deceptive, the 
world shortage of tin would continue 
until 1950. It was hoped that by that 
time there would be equilibrium be- 
tween supply and demand. 

Delegates from the following 14 
member countries participated in the 
talks: Australia, Belgium, Bolivia, the 
British colonies, Canada, China, Great 
Britain, France, India, Italy, Nether- 
Siam, Czechoslovakia and the 
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EXCHANGE & FINANCIAL MARKETS | 
Gold Trading and the Gold Exchange of Hongkong 


The history of the Gold and Silver 
Exchange Society of Hongkong dates 
back no more than thirty years. The 
Exchange was reformed in 1932 and is 
being governed by regulations which 
are amended year after year. Con- 
servative management was responsible 
for its success and smoothness in con- 
ducting of trading until now. The 
total membership (or seats) was 260 
before war but only 197 survived up 
to the present, the reduction having 
been caused by the failure of bankers’ 
and brokers’ businesses. Unlike the 
export-import merchants here, _ the 
Exchange was a patriotic organisation, 
which gave financial help to the Chi- 
nese Government when resisting the 
Japanese and it also ceased function- 
ing when the Colony was occupied by 
the Japanese army. 

An executive committee and a 
supervisory board control the opera- 
tions of the Exchange. The present 
Chairman is the manager of the Hang 
Seng Bank and former chairmen were 
the respective managers of the Tat 
Cheong Bank, Dao Hang Bank and 
the Hang Shing Bank. 

The status of the Exchange is 
neither one of a limited liability com- 
pany nor one governed by special laws 
of Hongkong Government like Stock 
Exchanges; it is simply registered 
with the Secretary of Chinese Affairs 
here as a market for trading in gold, 
silver and all kinds of currencies. 

Of all the members, only 44 are per- 
mitted to fabricate gold bars of 99% 
fineness and these operations are 
governed by regulations that each 
bar must be examined, approved and 
chopped by the examiner of the 
Gold Exchange. 

Only about 170 members are active, 
and are divided into several groups, 
namely:--gold importers such as Hang 
Seng Bauk, Wing Lung Bank, Cheong 
On, Chiu Tai Bank and Wing Hang 
Bank; local operators such as Dao 
Kiang Bank, Cheong Kee Bank, 
Kwong On Bank, Tat Cheong Bank 
and Hang Shing Bank; Swatow opera- 
tors such as Man Fat Bank, Man 
Cheong Bank, Man Lee Bank and 
Sing Hang Bank; Cantonese opera- 
tors such as Tak Cheong, Tak Shun, 
Ning Nam and Tai Sing; Shanghai 
operators such as Ming Hing, Sun Kee 
and Yat Sing. The Swatow and Can- 
tonese operators are said to be also 
exporters of bars to China and Scuth 
East Asia ports. The Shanghai opera- 
tors are said to be dealing in so-called 
bucket business. 


The value of a membership seat was 
officially traded in at $40,000 and the 
open market value for a membership 
is about the same, the highest price 
paid was $45,000 and the lowest price 
was only about $10,000 when Hong- 
kong was reoccupied in August 1945: 


Dividends of the Exchange are paid 


half-yearly. Recent dividends’ amount- 


ed to $3,000 per year. The assets of 
the Exchange are the building in 
Mercer Street, a bathing club and a 
school, which is now being organised. 

Trading at the Exchange is to be 
carried on always in cash and no 
Government stamp duty for contracts 
is paid, but in fact the majority of 
transactions are for future — delivery 
but this fictitious forward business 


may be regarded as for one day, a- 


year or even centuries. The Exchange's 
accounts department automatically 
carry forward all transacted business 
to another day if gold has not been 
delivered or demanded. However, one 
cannot demand or deliver freely and 
may only ask for interest payment 
which is daily regulated. 

For the present, trading at the Ex- 
change is mainly in gold, piastre being 
only a side business, while silver and 
foreign currencies are traded outside. 
Times of trading at the Exchange are 
9.30 to 12.30 a.m. and 14.30 to 16.30 
p.m. on week days except holidays, 
and there are no afternoon sessions 
on Saturdays but the morning session 
is lengthened by half an hour. 

The Exchange is fixing official busi- 
ness rates for its members to pay their 
differences at both the morning and 
afternoon sessions. Those who fail to 
pay their differences will be treated as 
having admitted failure and the mem- 
bership will be struck off. The Ex- 
change is also regulating that members 
pay deposits on every business con- 
ducted, viz., below 400 taels of gold, 
$50 per tael and above 400 taels $75. 
Those who fail to pay the prescribed 
deposit are also treated as insolvents. 

Interest rates are being fixed by the 
Gold Exchange officially every day. 
These rates depend on the performance 
in the market, that is demand and 
delivery. The rate favours. either 
buyers or sellers. The maximum in- 
terest for goid is 2 cents for every. $10 
transaction value per day (computed 
according to the official quotations). 

The Exchange charges members for 
handling gold business one cent per 
tael for buying, selling and also for 
carrying forward per day. 

The Exchange enjoyed a prosperous 
year in 1948, as the local gold market 


was one of the few free markets. of | 


the world, and also a centre:for im- 


ports and exports though these were 
not declared. 


SILVER MARKET 


Rates abroad and locally remained 
unchanged and business was slack with 
local turnover amountin to: —108,000 
taels, $23,000 and 112,0 "respectively 
worth of dollar and 20 cts. coins. Rates 
per tael $3.90/91, per dollar com: 2:55 / 
52, per five 20 cts. coins’ 1.91. ‘ 

There was no platinum ° business ret 
ported, rates remaining nominal]:' 


uss MARKET 


Gold. tens were more 
activity but merchant demand was 
small while inward remittaixes from 
overseas Chinese increased thus caus- 
ing a weaker rate. Some buying of TT 
and notes was again noticed as coming 
from Shanghai sources, ‘ mostly self- 
exiled persons connected in one or an- 
other. way with the Nanking govern- 
ment. 

The note quotation exceeded drafts 
by about 1% a result of purehases from 
Shanghai and Amoy merchants and 
investors. Some larger parcels of notes 
were also taken off the market by im- 
porters who had to deposit fhem here 
with eommercial banks for opening of 
Letters of Credit. — 

A new source of supply in an already 

weak US$ market were investors who 
slowly try to get rid, before the rate 
continues to slip, of their hoards either 
in New York accounts or. kept in US 
notes in their homes or safe deposit 
boxes of local banks. This develop- 
ment signifies growing confidence in the 
Stability of ‘sterling and the anticipation 
of further though slow appreciation of 
sterling in free or  unomici}: exchange 
markets. 

Last_week’s highest & “Jawest rates 
per US$100 ‘n HK$:—-notes 507—497; 
DD 503%—491%; TT 506% —495 
US$19. 15—20. 19° per HK$- 

Local cross rates US$3.23, high, 3.16, 
lew. Unofficial (“disorderly” ‘) cross 
rates abroad ranged from 3.05 to 3.30 
with Aden (another open. exchange 
market in the sterling area) and 
Tangier. (international zone) being 
above Hongkong. 

Turnover in the local native market 
(excluding inter-merchant dealings) :— 
TT US$1,151,000, DD 510,000, notes 
569,000, a total of US$2,030, 000. 


GOLD MARKET 


of last week 
rates showing 
High and low 
cross rates US$ 


The pre-holiday market 
was featureless with 
hardly any fluctuations. 
$299—-29415 per tael, 
48.75 high, 48%, low. 


Spot;sales aggregated inside the Ex- 


change'1,130 taels, outside 47,610 taels; 


forward market transactions : 326,120 

taels. 

Trading Reports for the Week:— 
Monday, Dec. 27:—Holiday. The un- . 


official market was _ fairky active with 
highest and lowest transacted at $299— 
298. 


Tuesday, Dec. 28:—Opening & clos- 
ing rates 298—296%. Om the fictitious 
forward market the change over favour- 
ed sellers at the interest raté of 4 H.K. 
cents per tael a day. ‘Throughout the 
week the change Over rate remained in 
favour-of sellers. The opening rate of 
298 was the highest of the week under 
review. Market was ‘quiet with easier 
undertone on reports that New York 
merehants were selling: freely both cash 
and ‘forward gold; ‘and ‘imported gola 
was arriving in Macao ~*:: 
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Wednesday, Dec. 29:—Openiing; and : 


closing 296%—295%. Changs over 9 
cents. Gold importers heavily deliver- 
ing their bars for cash im order to clear 
their accounts with their bankers for 
the year,, thus. recording the).. biggest 


turnover of cash bars of .21,000 taels in — 


Thursday, Dec. 30:—Opening -& clos- 

ing 29454-29534. Change over 6 cents. 

Continued heavy deliveries of cash bars 


by gold importers, and together .with 


lower U.S.$ T.T. rates, the lowest of the 
week 29414. touched. | 

Friday, Dec. 31:—Holiday. Unofficial 
tates were 2961/,;—294'4, only. small 
business. transacted. 


Trading Position: — 


Total cash bars turned .over during 
the week under review, officially 1,130 
taels and unofficially 47,610 taels. About 
40,000 taels changed hands by interest 
hedging forward operators, 5,000 taels 
exported and some for local ornamental 
consumption. 


{mports and Exports :— 


{mports from Macao during the week 
wer2 so small that they could not be 
accounted for. Detailed exporis were: - 
Bangkok 1,500 taels, Singapore 1,500 
taels, Jndia 1,000 taels, Swatow 500 
taels and Amoy also 500 taels. 

For the month of December, the high- 
est and lowest rates were 302—290'4, a 
difference of about 4%. Total interest 
favoured sellers and amounted for the 
month to $1.21. Calculating at the aver- 
age price of 300, yield about 5% per 
annum. 

The highest and lowest rates for the 
year of 1948 were 373%—283. 


CHINESE CURRENCY MARKETS 


Hongkong Market transactions last 
week (in millions of yuan):—TT 
Shanghai 99.1; TT and DD Canton 
123.2: TT Swatow 54.3; TT Amoy 90%. 
Yuan spot notes 20.1 million. 

Highest & lowest rates (in HK$ per 
one hundred yuan):— 


High Low Maximum 

| Depreciation 
notes, spot 5.35 3.30 87.6% 
TT Shanghai 5.05 2.95 88.9% 


TT Canton 4.45 2.92 89% 
Shanghai Market rates, highest’ & 
lowest, in yuan:— 


High Low Maximum 


Appreciation 
gold per 07 8,200 5,800 | 720% 
US note 165 118 . :725% 
HK note 33 9314 


Gold crosses from 49 to 50. Hongkong 
note crosses from US$19 to 20 (against 
the Central Bank of - China’s official 
cross rate of US$18.75 per HK$100). — 

Exchange Clearance Certificates trail- 
ed the unofficial market as usual as 
demand. by importers was slack (no im- 
port .licences being available in ade- 
quat2 numbers); against the. unofficial 
or black market ‘rate the Certificates 
auoted. 15 to 20% cheaper in Shanghai, 
and 25 to 28% cheaper in Canton. 


. Canton Market quoted for KK notes 


from 21.75 to 31 yuan, and for TT 


Hongkong from 22% to 34% yuan. Ex- 
change Clearance Certificates from 16 
to 22.75 yuan per HK$\l. 


* 


‘Canton last week transacted gold 
and foreign exchange business in an 
unrestrained manner; the official regu- 
lations are practically ignored, both by 


‘the public and by the authorities. But 


lip-service is to be paid to the Nanking 
Government and therefore unofficial 
rates cannot be published freely. How- 
ever, there are commercial services 
which supply once or several times a 
day the unofficial quotations and also 
give short market reports. Among ex- 
change shops, goldsmith shops, mer- 
chants and the general public there is 
no more any secret made out of so-call- 
ed black market business; most shops 
and public places quote prices. as be- 
fore August i9, in terms of HK$ and 
either demand and accept HK notes or 
compute the price given in HK$ into 
yuan at the daily (or hourly) rate. The 
black market of Canton has once again 
become a free market, in the fullest 
sense of the word. 

_ Year-end rates on the free market 


were:—for HK notes Yuan 25.70, 


bank’s buying, 27.40, bank’s selling rate; 


US notes Yuan 124.65, buying. 135.08, 


selling (with the cross rate at HK$4.85 
to 4.93 per US$). 

As there is little demand for US 
notes, Canton and South China being 
on a “HK$ basis,” the cross rate is al- 
ways lower in Canton than in Shanghai 
or in Hiongkong. During recent months 
Canton quoted a highest cross of HK$ 
5.05, and a lowest of 4.60 (i.e. US$19.80 


to 21.74 per HK$100). 


* a: 


The Central Bank of China has 
arbitrarily established an “official” cross 
rate which stands at 3. Being a mem- 


ber of the International Monetary Fund 


the Central Bank is obliged to adhere 
to accepted official rates and should 
quote officially sterling at 4.021% while 
it could continue operating in the black 
markets at the rates of the day. 
Today, the Central Bank’s “official” 
rate is lower than the black market 
which is a result of the illogical policy 
of the Nanking authorities to proclaim 
“fixed” rates while they inflate the cur- 
rency from hour to hour. It is a matter 
of surprise, to say the least, that the 
British authorities have not remonstrat- 
ed against the Central Bank of China’s 
official underquoting of sterling; it 
‘would also have been the duty of the 
International Monetary Fund to take 
up this matter with Nanking — but 
nothing has happened probably because 
nobody wants to be bothered with fin- 
ancial affairs of Nanking anyway. 

Last week in Hongkong th rate for 
TT New York went down to HK$495 
(per US$100), in Canton and Shanghai 
crosses were resvectively 485 and 500, 
but the Central Bank of China was still 
quoting HK$533.33 (US$18.75 per HK$ 
100). 

All bankers and merchants agres that 
among the many preposterous acts of 
the Central Bank of China this is one 
which deserves special mention. 


The Exchange Clearance Certi- 
ficates, introduced as from November 
21 (vide our issue Dec. 1, p. 575), prove 
of little interest as far as buyers are 
concerned. Exporters in Canton, unless 
they prefer to smuggle which, in fact, 
they do now more than at any time be- 
fore, Obtain from the authorised (“ap- 
pointed”’) banks in return for their bills 
a Certificate which they are allowed to 
sell at the market rate to importers; as 
the trade controlling authorities (Export 
Import Board) do not issue an adequate 
amount of import licences there is 
naturally less demand for Certificates 
and the market rate is always far be- 
hind the “black” market. Thus ex- 
porters, apart from other reasons, find 
encouragement in smuggling their carge 
out deriving the full value (less trans- 
por-ation charges.and commissions) for 
their merchandise when selling abroad. 
Importers, who are strangled by the 
Export Import Board’s policy of curtail- 
ing or prohibiting imports, buy export 
proceeds from merchants directly, al- 
though they would prefer to buy, at a 
discount of some 25%, the Clearance 
Certificates. 

Last week’s rates for Certificates in 
Canton, at the close of the year, were 
for HK$: Yuan 20.625, and for USS: 
Yuan 110%. The Certificates sold 
about 25/27% lower than HK notes, 
and 13/15% lower than US notes. The 
difference in the rate for HK and US 
Certificates is explained by the fact 
that the banks compute HK$ into US$ 
at the Central Bank of China’s “official” 
rate plus banking commission, thus the 
Certificate “cross rate” stands at HK$ 
537% per US$100 (or US$18.60 per 
HKS$100). 


* * 


Buying /selling differences for yuan 
notes or TT China are increasing every 


week; last week Hongkong money . 


changers, refusing to be caught with a 
long position in yuan, took only in what 
they could immediately dispose of, or 
they bought several points under the 
market rate. The usual difference be- 
tween buying/selling of yuan is 8 to 9% 
but last week even 20% margin was 
common. It also happened that money 
changers refuse to buy yuan notes, 
others being only sellers. 

In Canton’s open exchange market 
the difference between buying and sell- 
ing of HK notes is from 5 to 10%, and 
of US notes from 8 to 12%. The pro- 
gressive inflation and the complete loss 
of confidence in the yuan has brought 
about this development. 


* 


Rates of interest for loans are now 


generally charged per day. Nobody can. 


borrow yuan on a monthly basis. Rates 
fluctuate wildly, in November and 
December daily rates of 15% to 25% 
were observed. To speculate a la baisse 
in yuan is a most popular game; even 
coolies and amahs take part in it. The 
question is always whevher the depre- 
ciation of the yuan’s value in terms of 
gold and foreign exchange is higher or 
lower than the daily interest rate. The 
fixing of the daily rate should, over a 
time, match the decline in purchasing 
and foreign exchange value of the yuan. 
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If the rate is too high, i.e. the yuan does 
not depreciate as fast as the interest 
rate would require it, the borrowers 
lose; then it happens that many 
bankrup‘s close shop and remove to an- 
other city for continuation of the game. 
It did happen that during one day the 
exchange rate of the yuan went down 
by 25%, then reacts, 
with a loss, against the preceding day, 
of 10%; but at the same time the daily 
interest rate was not so flexible and re- 
mained throughout the day at 20% re- 
sulting in gains to the lenders and 
losses to the borrowers. Most of the 
loans which are contracted in yuan are 
at once turned over into gold, silver. 
foreign currencies, commodities. 


BANK NOTE MARKETS 


Peso notes were on good offer at 
$2.41—2.35, high & low, as Chinese re- 
turnees were bringing larger parcels 
for conversion into the local dollar. 
Most Chinese inthe Philippines when 
making remitcances to their relatives 
in China mail US$ drafts (cashier’s 
crders, manager’s cheques) made pav- 
able in the U.S. and only in compara- 
tively few cases are pesc drafts receiv- 
ed here (which are sold at a discount 
of some 4 to 5% against the parity). 
It is simple to buy in Manila USS 
drafts, usually paying a commission to 
issuing banks there of 15 to 1%. 


Bank of England notes sold from 
$15.15 to 15.20 with outport demana 
still strong. New York offered between 
2.96 to 2.98. 


Nica guilders had only small sales, 
amounting for the week to 176,000 
guilders. High and low $36.20—-33.40. 
Trade with Indonesia has fallen off re- 
cently which accounts for reduced de- 
mand; on the other hand there is hope 
here for reinforced economic strength 
of especially Java once the latent danger 
tO law and order has been removed. 
Speculators pay close attention to this 
counter. A report was circulated § in 
the market indicating that a new note 
issue is under preparation in Batavia 
and that in due time the current Nica 
notes are to b2 recalled and new Indo- 
nesian currency is to replace it. 


Piastre ruled easy with sales in the 
local market aggregating:—spot, inside 
the Exchange, 1.150000. spot outside 
3,610,000, forward 4.150,000 piastres. 
High and low $7.75—7.10. 


Baht notes had few sales, rates un- 
changed at $25. 


closing “only” 


EXCHANGE CONTROL OVER LINEN 
PIECE GOODS 


As from the beginning of this year 
the importation of linen piece goods has 
been put under special licence require- 
ment and import licences will only be 
issued against surrender (sales at the 
official rate) to the Hongkong Exchange 
Control of 70% of US$ equivalent of 
the invoice value. In respect of . the 
country of origin being in the hard 
Currency category the surrender re- 
quirement is 100% of the USS equival- 
ent of the invoice value. 


The price of linen piece goods as far 
as Of Irish origin should now increase 
locally by about 174%%% over December 
(previously £1000 import value of 
Irish linen 
now, when the market rate 
stands at about HK$5 per US$l and 
importers must surrender 70% of im- 
port value in US$, the invoice value 
of £1000 corresponds to HK$14,000 plus 
4,800, making HK$18,800). 

The export price of linen made 
handkerchiefs, embroidery and napery 
should increase by 10 to 15%, depend- 
ing on the. amount of workers’ wages 


HONGKONG EXCHANGE BANKS ASSOCIATION 


AGREED MERCHANT RATES 


MAXIMUM SELLING 


MINIMUM BUYING 


STERLING. 1/2 15/16 delivery within - 1288: 
2 months with 1/3 1/16 O/D. 
a cut of 1/32 1/3 3/32 30d/s. 


for every fur- 1/3 1/8 


60-90d/s. 


ther 3 months 1/3 5/32 120d/s. 


equalled HK$16,000 but. 


forward. 
— p,m 1/3 1/8 O/D if under L/Credit. 
(East & South 1/3 3/16 O/D with L/Credit 
Africa) 1/32nd up every 30d/s. 
~-Do— 1/3 5/16 O/D if under L/Credit. 
ca & 1/3 3/8 O/D with 
es n ies} ve s. 
RUPEES (India) 82 % 83 
O/D. 
84 % 7 & 30d/s. 
84 % 60d/s. 
84 80d/s, 
All buying rates 
-—_Do— (Rangoon) 82 % 3/16th higher than India. 
84 %& O/D if under L/Credit. 
—Do— (Aden) 82 % 8f % O/D without L/Credit. 
84 % 30 & 60 d/s. 
STRAITS $ 52 % 53 & T.T. & O/D. 
53 4% 30 & 60 days 
24 15/16 delivery within 25 
CANADIAN $ 2 months with 25 5/16 O/D—30d/s. 
a cut of 1/16 25 3/8 60—90d/s. 
for every fur- 
ther 3 months 
forward, 
U.S. NOTES 25 % (Banks to pay Insur- 
ance and Pastage). 
AUSTRALIA. 1/6 % 1/6 % 
1/6 15/16 O/D. 
NEW ZEALAND. 1/2 15/18 PX. 


1/3 % £O/D. 


HONGKONG UNOFFICIAL EXCHANGE RATES 


(In H.K.. dollars) 


Gold Per One Hundred Chinese Yuan 
per tael Silver Notes: T.T. Shanghai T.T. Canton 
December High Low per tael High Low High High Low 
Be a ak 299 298 3.90 5.35 4.60 5.05 4.40 4.45 4.00 
Res SRA a! 298 29642 3.91 4.80 4.20 4.50 3.65 4.25 3.95 
Ree 297 295 3.90 4.05 3.30 3.70 3.10 3.30 2.92 
Sy 296 294% 3.90 3.90 3.30 3.50 2.95 3.15 3.00 


U.S. Dollar 
T.T. New York 
Note Draft High Low 


5.06 5.03 5.06% 5.0442 
5.04 3-00 5.05 5.03 
5.02 4.98 5.02 5.00% 
4.99 4.93 5.00 4.95 


| 
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etc. going into the finished article. It 

comes, in fact, to exporters being re- 

le to surrender approx. 60% of 
eir proceeds in New York. 


The loss now to be suffered by mer- 
chants and probably workers—to some 
extent softened by price increases 
which American department stores 
may grant and the customers might 
absorb—is a result of unsound oper- 
ations in the past;—as with so many 
other commodities, linen goods mer- 
chants have been able to do larger 
business with the U.S. because of the 
existence of two sterling/dollar cross 
rates. When the chance to export Em- 
pire products with full or partial re- 
tention of US$ proceeds is eliminated 
(by tightening up of British exchange 
control measures), such postwar. ad- 
ventitious business cannot continue to 
prosper and exports can only be car- 
ried on on the same proposition as ex- 
porters who surrender their proceeds 
to the Sterling Area $ Pool. (Cur- 
rencly, the unofficial cross_ rate is 
about 20% lower than the official, i 
US$1 on the free market fetches 25% 
more sterling than at the official rate). 

During 1947 and the earlier part of 
1948 some reexports of Irish linen 
piece goods were effected to hard cur- 
rency countries without the full pro- 
ceeds being surrendered to the local 
Exchange Control. Merchants were 
successful to get their cargo out of the 
Colony by declaring it either as cotton 
piece goods or* made up goods. Care 
is exercised here, however, that no 


Irish linen is being reexported without — 


full surrender of proceeds irrespective 
of the country of destination. 


Most linen imports came in the past 
from the U.K. (Ireland being the main 
producer), were processed in Swatow 
(embroidery, napery), to a small part 
also in the Colony, and exported to the 
U.S.A., and to a smaller extent also to 
Australia, the Union of South Africa 
etc. The US$ Pool of the Sterling Area 
in London was losing a_ considerable 
amount of US$ as a result of the free 
exchange market operation in Hong- 
kong; the embroidery exporter retained 
the full proceeds with nothing going to 
the US$ Pool although the raw mate- 
rial was a British product. This situa- 
tion is now baing amended. Exporters 


here and the Swatow workers (actually 


the foremen) will have to be satisfied 
with a smaller profit, alternatively the 
New York importers should pay an 
estimated 10 to 15% more than they do 
at present. As the U.S. market now 
is not in the mood to increase prices, 
the probable outcome of the new Ex- 
change Control regulation will mean 
reduced local business. 


Japan made linen piece goods 
are being imported by purchasing 
free funds in New York or by 
securing an_ allocation from Sup- 
plies, Trade & Industry Dept., Hong- 
kong, from the Colony’s two way US$ 
account in Tokyo, or by purchasing in 
the local free market part-proceeds of 
Hongkong exporters to Japan (at the 
average premium of 15/18%). It is 
likely that for coarser napery more 
Japanese linen will be used here and in 
Swa.ow as the price in Japan is consi- 
deréd very cheap. 


Outlook for Inflation or 
Deflation in Japan 


The Bank of Japan note issue and 
current price trend indicate that there 
has been a definite slowing down of 
Japan’s inflationary spiral. With the 
Government prosecuting a policy 
based upon the three principles of (1) 
cessation of all “deficit” lending; (2) 
prohibition of any wage increase liable 
to affect the general price level; and 
(3) granting of subsidies only on the 
basis of a balanced Budget; a further 
curbing of the inflation may be ex- 
pected. It is probable that rationaliz- 
ation of enterprises will ensue. 


On the other hand, expansion of 
credit resulting from the increase in 
deposit currency is becoming a notice- 
able feature which must be regarded 
as a danger-signal of inflation. 


With the rear drawing to a close, 
Bank of Japan note issue is manifest- 
ing a tendency towards rapid increase; 
the Y279,500 million mark having 
been exceeded by the end of October 
showing the greatest increase yet 
this year of Y17,400 million; excess 
government spending for that month 
totalled Y22,237 #+=million, or nearly 
Y5,000 million more than the Bank 
of Japan note issue. Ags signifies 
the presence of a cause an equi- 
valent contraction, in quarters other 
than the Treasury and related organs, 
notably the city banks. 


The principal factor in the heavy 


increase in excessive government 
spending was the disbursement of 
funds for rice purchases. The aggre- 


gate of some Y59,900 million in excess 
government. spending during the first 
ten months of 1948 is actually 99.2 
per cent of the aggregate note issue of 
some Y60,400 million. It is apparent 
from this that the expansion of note 
issue is almost entirely due to excess 
government spending. This tendency 
will worsen as the vear-end is ap- 
proached, as the scheduled purchases 
of rice in November and December 
amount to some Y58,000 million, to 
which will be added extra payments to 
cover the revised rice price. Taking 
other requirements into consideration, 
it is expected that the Bank of Japan 
note issue will be in considerable 
excess of the programmed maximum 
of Y330,000 million at the year’s end. 


Turning to city banks and Recon- 
struction Finance Bank lending, city 
banks’ deposits dre increasing at a 
wholesome rate as the result of the 
completion of readjustments by bank- 
ing institutions and also a corollary to 
the tendency towards stabilization of 
prices. The swelling of government 
corporation deposits ensuing upon ac- 
celerated government payments is an- 


‘other cause of the increase. With 


more cash on hand, bank loans have 


gained heavily, with a marked spurt 
since June, 


A feature worthy of note is the reces- 


sion of RFB iending. Of the total sup-. 


ply of Y101,400 million in loans, for in- 


dus*rial funds during the second quar-. 


ter of fiscal 1948 (July-Sept.), RFB 
lending took up Y15,800 million, and the 
rest was Obtained from city bank ac- 
cumulations. The procedure of abnor- 
mal industrial financing through the 
RFB is reverting to the normal method 
of relying more on city banking institu- 
tions. This increased lending eased the 
financing situation considerably, but 
there has not been an increase in note 
issue proportionate to the rise in prices. 


When the Bank of Japan note issue 
is corrected for real value, by applying 
the Consumers’ Price Index, an almost 
invariable dacline in volume is indicat- 
ed: and despite the year-end spurts in 
issue, the real volume has contracted. 
This tendancy is increasingly strong 
this year, and yet production is on the 
rise, so the relative increase in currency 
is all the more marked. Thus, it is only 
natural that complaints of money short- 
age are running high and that a num- 
ber of enterprises are — forced into 
readjustment. 


Under the circumstances, those prior- 
ity industries enjoying government pro- 
tection are having a breathing spell, but 
minor enterprises, building and con- 
tracting, pharmaceuticals, Japanese 
paper-making, shipbuilding, machinery 
and some other industries are still un- 
der an enforced shortage of money. 


Ever since the big contraction in note 
issue brought about by the emergency 
currency measure of March, 1946, the 
increase in deposit currency exceeded, 
up to April, 1947, the increase in note 
issue. The tendency was reversed after 
May, 1947, continuing tilk about Jan- 
uary, this year. This is indicative of 
the fear of sudden drops in currency 
value and rapid changeover from monev 
to goods—a phenomenon characteristic 
of malignant inflation. 


Since February, this year, there was 
another reversal of trend, and increase 
in deposit currency has led the expan- 
sion of note issue. Thus the shortage of 
cash has been made up by deposit cur- 
rency, and coverage has been afforded, 
to a certain extent, for the money 
stringency. This has matched the slow- 
down of the inflationary spiral. 


Here lies incipient the cause for an- 
other onslaught of inflation. When the 
sudden surge, subsequent to June, is 
recalled due caution must be exercised. 
This need is readily gatherable from the 
amount of bank bill clearances which 
are based on deposit currency. During 
the month of October, the amount of 
bank bills cleared reached some Y147,- 
900 million, or Y104,300 million in ex- 
cess of the aggregate transactions for 
1946. This may show that a new infla- 
tionary trend may develop. — 
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HONGKONG STOCK & SHARE MARKET 


Sentiment improved during the short 
trading week, December 28 to December 
30. Though demand was selective there 
was a distinct tendency to spread. With 
the exception of China Light Rights, 
offerings were in smal] quantities whicn 
were readily absorbed. The best gains 
were made on the last trading day, 
and were wel] maintained at the close. 
On that day Averages gained 1.20. 

Tota] sales reported for the two and 
half trading days amounted to 83,062 
shares of an approximate value of $142 
millions equivalent to that of the pre- 
vious week. 

The be.ter sentiment was attributable 


(1) Cessation of year-end liquida- 
tions; 

(2) Reports of good working resui(ts 
for 1948; 

(3) Daily rumours of the imminence 
of “Peace” between the rival factions 
in China; and, 

(4) Rumours that Government will 
relax or withdraw pressure on some 
local Companies. 


Despite the tightening of the Com- 
munists’ noose in the North rumours 
were current that peace had practical- 
ly been concluded. Early cessation of 


hostilities is the cherished hope of 
every inhabitant of China and 
Hongkong. It cannot happen too 


soon. Yet, considering the wide gap 
between the ideologies of the op- 

onents, it is inconceivable that the 

ommunists at the height of success will 
coneede much to their opponents. Noi 
is it likely that the Nationalists will 
forego the reigns of Government for 2 
minor place in the new Government that 
might come into being, 

Rumours anent possible modification 
of Hongkong Government’s policy to- 
wards some companies probably sprang 
from publication of the Report of the 
Advisory Committee on Hotel rates, 
which revealed how ill-advised the 
original Control Order was. The fears 
of possible interference are still extant, 
and are not entirely groundless. Rum- 
ours alone can only act as temporary 
palliatives. They will not rectify bad 
times and ill-advised policies tampering 
with the inexorable laws of economics. 
The Colony proudly boasts today of 
its well run Utilities. With the excep- 
tion of Water, they were all the out- 
as distinct 
from Government, a veritable tribute to 
the foresight and faith of the early in- 
dustrialists in the future growth of the 
Colony. They reached their present 
status after many vicissitudes. It was 
not one clear road to prosperity, and 
shareholders have had to take the bac 
with the good. The most seriovs set- 
back has probably been the period of 
enemy occupation, during which the 
companies suffered extensive damage 
and shareholders received no returns. 
Except for that period the services have 
been maintained efficiently and have 
always kept abreast of the times. This 
was rendered possible by fresh calle of 
capital from time to time, and they were 
readily given, because every. seneretion 


since the cession of Hongkong to Bii- 
tain was imbued with the sanie faith, 
as the pioneers, in the future. To meet 
future growth fresh calls of capital 
will oubtedly be made from time to 
time as the exigency arises. But they 
will not be so readily for-heoming in 
face of Control or possible attempts tv 
control charges, fares, or rate of divi- 
dend distribution. 

Therefore, it behoves the Government, 
if it has altered its policy in this mat- 
ter, to make a pronouncement to allay 
the public’s misgivings. It is its duty 
to do so, and it should not falter in that 
duty. Because of the retention ot 
Emergency Powers, silence in this mat- 
ter is strongly deprecated. 


* * * * 


The Felix Ellis averages based on the 
closing prices of twelve representative 
active local stocks stood at 137 at the 
close of the market for the year for a 
net gain of 1.69 compared with the 
close Of the preceding week. Day-by- 
day his averages were: Dec. 28, 135.35; 
Dec. 29, 135.80; Dec. 30, 137. 

The High and Low for 1947 were 
155.82 and 123.88 respectively. The 


High for 1948 was 148:68 on February 
12 and the low was 134.05 on Deeem- 
ber 10. 


Business done. 


Banks: H.K. Bank. at. 1780, 1775, 
1780, 1785. 

Insurance: Canton Ins. at 370; Unions 
at 720. 

Shipping: U. Waterboats at 37. 

Docks and Godowns: North Poiav 
Wharves at 7, 7%; H.K. Docks at 28, 
29. 

Hotels and Land:: H.K. Hote] at 
14.20, 14.30, 14.40, 15, 15.30; Lands at 
654%; S’hai Lands at 3.80, 3.85, 3.95, 
4.10, 4.05, 4; Humphreys X Rts. at 15; 
and Rts. at 34%, 3.10; H.K. Realties at 
2.05. 

Utilities: H.K. Trams at 19.60, 19.80, 
20, 20.10; C. Lights (Qld) at 14.20, 14, 
14.10, 14.20, 14%, 14.80, 15; Lights Rts. 
at 6.80, 6.85, 6.90, 6.80, 6.85, 6.90, 7.10, 
7, 7.10, 7.30, 7%, 7.20, 7.10; H.K. Elec- 
trics at 37, 37%, 38, 38%, 3834; Macao 
Electrics at 28; Telephones at 33%. 

Industrials: Cements at 39, 39%, 49, 
40%, 41; H.K. Ropes at 19.60, 20; 
Dairy Farm Old at 43, 44, 45; Watsons 
Old at 59%, 60, 61, Gite, 62 and New 
at 57, 58. 


Cottons: Ewos at 10%, 10%. 


Boom at the Tokyo Stock Exchange 


UNDERLYING FACTORS FOR OPTIMISM 


Stock market trends are supposed 
to indicate the general state of 
economy; but, in the light of the slump 
in business conditions, the recent 
briskness is an apparent contradiction. 
The market since October has shown 
a definite bullish trend. This activity 
is often compared with the bull mar- 
ket which prevailed during’ the 
January-February period this year. 
But there is considerable dissimilarity 
in the underlving factors. Three main 
causes contributed toward the January- 
February boom. 

1. The manifestations of financial 
stability. A gleam of hope appeared 
on the economic horizon with the curb- 
ing of Bank of Japan note issue; in- 
creased production of basic mater- 
izls such as coal, steel, and fertilizer; 
and the possibility of foreign invest- 


ments in Japan. 
2. The recurrence of disbelief in 
postwar rises in 


the currency. All 
stock quotations were direct corol- 


laries of instability in the currency. 
At the end of 1947, Bank of Japan 
note issue had topped the Y200,000 


million mark, while the currency re- 
form carried out by the U.S.S.R. on 
December 14, 1947, gave rise to rumors 
that a similar reform might be effect- 
ed in Japan. This stimulated the rush 
from money to shares. 

3. The shortage of marketable 
stocks. At that time, the releases of de- 
centralised combines’. stocks (S.C.L.C.) 
were as yet inconsiderable,.. while 
new issues resulting from _rehabilita- 
tion were still few. . Therefore, the 
buying fever induced by the afore- 


mentioned factors resulted in unpre- 
cedently high prices during the 
February rush. 

The recent market situation is some- 
what different. The general recessive 
trend remains unchanged, and despite 
the recent increase in currency Cir- 
culation, there is little fear of per- 
nicious inflation. There has been a 
steady increase in production of basic 
materials, notwithstanding the failure 
in some cases to attain the goals that 
have been set. Although there. may 
be some delay wmaterialization, 
hopes for foreign capital’ investments 
in Japan have not altogether faded. 

The readjustments necessitated by 
the tendency towards economic | stab- 
ility have become increasingly severe. 
Great pressure is placed upon finan- 
cial and business circles by. the  shor- 
tage of funds and the decline of pur- 
chasing power. With taxation becom- 
ing an increasingly heavy — burden, 
business is threatened with a depres- 
sion, which is accentuated by the 
disappearance of black-market pros- 
perity and high illegal prices. This 
“stabilization crisis” will no doubt be 
accentuated by rumors hinting. the 
early establishment of a single ex- 
change rate. 

Another dissimilarity | to. the Jan- 
uary-February situation is the general 
faith in the currency. There is a sub- 
merged distrust for .paper money 
among the masses; but aetually, the 
need for money is so immediate that 
this is reflected in the movement. of 
goods in exehange for cash. There. is 
no indication of a shares’ purchasing 
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trend resulting from loss of faith in the 
currency, 

Furthermore, there has been a 
great increase in the amount of mai- 
ketable shares. The stock market 
Slump of August-September, this year, 
was the result. mainly of an over-sup- 
ply of stocks, which gave rise even to 
pleas. for the easing of the pressure 
brought to bear upon the market by 
the releases of the §.C.L.C. and the 
vending of new issues. The tendency 
towards redundance still continues. 

If these were the only factors to be 
considered, the current bull market 
would be in explicable. There must 
be other causes, of which the prin- 
cipal ones are :— 

1. Modification of United States 
policy towards Japan. ‘this is as- 
sumed to be supported by the easing 
of the Economic Power Deconcentra- 
tion Law ana the Anti-Monopoly Law, 
and the rescinding of the’ restricted 
concerns ordinance. 

2. Hopes for the alleviation of con- 
trolled economy as a result of the in- 
vestiture of the Yoshida Cabinet. 

These favourable factors brought 
about a rebound in the stock market 
which had been extremely stagnant 
during August and September. But 
another reason which cannot be over- 
looked is the fact that, the “stabili- 
zation crisis” is actually a stimulant 
for the stock market. With the decline 
of blackmarket prosperity and_ the 
disappearance of the rush for commo- 
dities as was witnessed up to early 
this year, business has entered into 
a phase cf readjustment, with inves- 
tors increasingly wary of making com- 
mitmen‘s. The only § field left open 
for utilization of capital is in corpora- 
tion stocks. In other words, the view 
that future profits lie in shares invest- 
ments has been gaining ground. This. 
then, is the invisible prop supporting 
the recent surge in shares transactions. 

The necessity is keenly felt of 
prompt and formal restoration of the 
Stock Exchange, so that bulky trans- 
actions may be handled without dif- 


ficulty and democratization of cor- 
poration stocks may be carried out. 
The present off-market should ~be 


discontinued. 


THE COMMUNISTS AND 
PRIVATE PROPERTY 


According to Communist official 
sources, a proclamation has been 
issued by the general in charge of 


operations on the  Peiping-Tientsin 
front to the effect that the lives and 
property of Chinese and foreign 
nationals will be protected. The pro- 
clamation states: “All privately operat- 
ed factories, ctores, banks, warehouses, 
etc., will be proteced against any en- 
croachment. It is hoped that workers 
and employees of all trades will con- 
tinue production and that all stores 
will do business as usual.” 

Government owned factories. stores. 
banks, etc., will be confiscated, but 
“if the above mentioned involve 
private capital, the ownership rights 
of the persons concerned will be re- 
cognised after investigation has 
established their claims.” 


JAPANESE COMMERCIAL REPORTS 


£55 MILLION TRADE WITH 
COMMONWEALTH 


The representatives of the Supreme 
Commander for the Allied Powers 
acting in respect of Japan and the 
representatives of five British Com- 
monwealth countries, formally con- 
cluded an arrangement on Nov. 9, by 
which trade to the minimum value of 
£55-million (approximately $220-mil- 
lion) will be dona between these 
countries and Japan from July 1, 1948 
to June 30, 1949, representing an in- 
crease of Jap.n’s trade with the whole 
sterling area (excluding Hongkong) of 
over three and one-half times. 

The arrangement, which embraces 
trade through both Government and 
private channels, aims at maintaining 
an approximate balance of exports 
and imports in order to avoid dollar 
expenditure on either side. 

The main goods to be exported by 
Japan under the arrangement are cot- 
ton textiles, which account for a 
minimum of over £16-million of the 
total minimum estimated Japanese 
sales of some £27% million, industrial 
machinery and parts, raw silk, rolling 
stock, caustic soda and other chemi- 
cals, rayon, wool, and silk manufac- 
tures, paper and paper products and 
bunker coal. 

The sterling area participants will 
furnish a wide range of raw materials 
and other goods and _ services to an 
approximate value of £23-million in- 
cluding raw wool, iron ore, salt, raw 
cotion, cereals, petroleum, rubber, tin, 
jute, oilseeds, wool waste, coal, hides 
and skins, manganese, gums and re- 
sins, and shipping services. 

Its successful conclusion marks a 


big step forward in the _ re-opening 
and development of trade between 
Japan and the British and_ should 


make a valuable contribution toward 
the stabilizing of the Japanese economy. 
and also toward the prosperity and 
well-being of the Far Eastern and 
Southeast Asian area. 


JANUARY TO SEPTEMBER TRADE 
RESULTS 


During the period January to Sep- 
tember of this year, Japan imported 
Y11,833-million more than she export- 
ed with total trade figures running up 
to Y66,294-million. The figures are 
based on customs’ revenue returns 
and gave Japan’s exports as Y27,230- 
million and imports as Y39,064-million. 

Compared with the same _ period 
for last year, exports increased 5.2 
times and imports 3.5 times. Increases 
are due to the changes in the prices 
of commodities. The United States 
headed the list of Japan’s customers 
accounting for Y9,483-million or 34 
per cent of the total exports. Java 
came next with Y3,460-million or 12.7 
per cent followed by Korea,’ with 
Y3,040-million or 11.2 per cent, and 
Hongkong. Y1,830-million or 6.7 per 
cent. Other countries followed in the 
crder of Great Britain, Singapore and 
Indonesia. 

In imports, the United States also 
headed the list with Y24,340-million 


or 62 per cent of total imports. Cuba 
followed the United States with Y5,250- 


million or 13 per cent, China with 
Y1,110-million. 
TRADE WITH SWEDEN 

Sweden and Japan will exchange 


goods at a volume estimated at US$ 
13,000,000 during 1949, according to 
the terms of an understanding reached 
in a trade conference in Tokyo  be- 
tween Sweden and SCAP represen- 
tives. Trade between the two coun- 
tries will be balanced at the highest 
practicable level during 1949. Both 
Sweden and Japan are _ required to 
consider the essentiality of goods im- 
ported in the light of the requir2ments 
of their respective domestic economies. 
It is expected that both countries will 
relax export-import licence restric- 
tions, currency and other’ controls 
which might have the effect of res- 
tricting trade between them. Trade 
will be conducted in terms of USS. 
dollars, and will be on a cash basis. 


However, foreign exchange will be 
granted freely for approved  transac- 
tions. 


CURRENT TRADE DEFICIT 


Japan will probably pile up a $500- 
million deficit in its export-import 
trade during the current year, largely 
because of heavy purchases of fvod 
abroad. The deficit of trade is not 
an outstanding debt, however, since 
it is being paid by U.S. relief and re- 
habilitation grants and related schemes 
to give the Japanese dollar credits. 

Only in the second half of this year 
has Japan exported goods at as high 
a rate as during 1947. July exports 
brought 1948 exports to the rate of 
1947 for the first time year. 
However, despite a profitable private 
trade, a $500-million deficit is prob- 
able. 


EXPORTS TO USSR 


As the first postwar exports to 
Soviet Russia, ten freight cars manu- 
factured by the Niigata Rolling Stock 
Works were shipped from Osaka on 
October 5. Thirty more locomotives 
and 248 freight cars will b2 exported 
to Soviet Russia by March, next year, 
as collateral for the import to Japan 
of coke, coal, pig iron and pulp in ac- 
cordance with the Russo-Japanese 
barter trade agreement. 


TRADE WITH NETHERLANDS AND 
INDONESIA. 


Trade between the Netherlands, in- 
cluding Indonesia, and Japan will 
move at a volume of approximately 
U.S. $93-million during the next 12 
months. The new Trade Plan provides 
fcr intensified trade between the Nether- 
lands and Japan. The financial ar- 
rangement with the Netherlands and 
Indonesia represents a further relax- 
ation of trade restrictions and marks 
another step forward toward returning 
trade to normal channels. Under the 
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terms of the Trade Plan, Japan will 
obtain raw textile materials, hides and 
skins, foodstuffs, ores and metals, 


tanning material and other chemicals, 


crude rubber, salt, animal and veget- 
able products such as animal bones, 
and sundry other raw materials. If 
successful in obtaining an Internation- 
al Emergency Food Committee al- 
location, Japan may further obtain 
copra and palm oil. 


SIAM-JAPAN BARTER 


The principal products of barter will 
be wheels, steal manufactures and 
rice, amounting to US$68 million. 
The drafts of the agreement including 
the designation of trade and finance 
have recently been signed in Tokyo. 

The agreement will last till June 
36, 1949. Japan will export to Siam 
about $37,000,000 worth of products 
(more than a half of them include 
wheels and steel products) and cotton 
piece goods and consumer commodities. 
Siam will export to Japan about $31,- 
000,000 worth of commodities (three 
quarter of the total amount is rice), 
but the quantity of rice will depend 
upon International Food Committee 
allotment. 

Besides above mentioned com- 
modities, Siam will buy from Japan 
as follows:—Aluminium goods, iron- 
ware, rubber goods, chinaware, glass 
and glassware, paper and paper goods, 


—— chemicals, sundries. 


Commodities which Siam will export 
to Japan are salt, cocoanut oil, tin, 
copra, provision, teak, rubber, sesame, 
herb seeds, buffalo horns and skins. 


Japanese Pottery & 
Chinaware 


Seto-mono (Seto goods) today 
become synonymous in the Japanese 
language with chinaware. Seto is a 
city of pottery surrounded by moun- 
tains containing an _ inexhaustible 
amount of kaolin. Seto is nestled at 
ten miles distance from Nagoya with 
a population of 45,000. The remark- 
able characteristic of Sesto that 
about 80 per cent of the population 
are engaged in the pottery production. 

In 1223, Seto-China became famous 
with its nickname “Toshiro.” The 
originator of Seto-China is Kagemasa 
Kato, who came back from Nanking, 
after learning for five years the secret 
of China manufacturing. To his disap- 
pointment, he failed to find good 
kaolin in Japan, but at last he found 
superior kaolin of “Sobokai” in Seto 
for the first time and handed down 
his special art to posterity by produc- 
ing the china “Ko-Soto”. 

The chinaware manufacturing pro- 
cess can be divided into four parts: 
(1) preparing the clay, (2) shaping, (3) 
colouring and glazing, (4) firing. 

In preparing the clay, feldspar and 
two other kinds of kaolin are reduceci 
to powder. Then with water added, 
they are stirred for 20 hours. Next the 
water is squeezed out of this mixture 
with a pressure machine to get the 
clay raw material called “Haido” in 
Japanese. 


JAPAN’S TRADE ON PRE-WAR BASIS 


Following is the text of the important 
directive recently issued by the Allied 
Far Eastern Commission, permitting a 
resumption of Japanese trade on what 
is practically a pre-war footing :— 

1. Japan’s foreign trade should be 
conducted so as to foster development 
and a balanced growth of Japanese 
foreign trade to a level consistent with 
Japan’s needs as defined by the Far 
Eastern Commission and to encourage 
an increase in Japanese exports: 


2. In addition to Allied trade re- 
presentatives whose entry to Japan has 
been or may be approved, persons in 
the following categories should be per- 
mitted to reside in Japan: merchants 
and other traders (including repre- 
sencatives of commercial organisations, 
governmental and otherwise) prepared 
to purchase or to. make arrangement 
for future purchases of potential ex- 
ports or to provide raw materials or 
other commodities which Japan must 
import; representatives of banks, in- 
surance companies, airlines, shipping 
and other companies: representatives, 
companies or individuals with, pre-war 
property interests in Japan, 

3. Nothing in this nolicy decision 
is to be understood as requiring the re- 
opening or operation of factories in 
Japan. 

4. ‘T’nere should be no discrimination 
against any foreign trade representa- 
tive or businessman in Japan and ali 
should be accorded equality of op- 
portunity to transact business. Accom- 
modations should be allocated to such 


persons entering Japan 
provisions of this 
an impartial basis. 

5. The Yen acquired by foreign 
traders should be useable for local ex- 
penditures in accordance with the laws » 
and regulations enforced in Japan. 

(8 he Supreme Commander may 
impose port and service charges on 
foreign vessels entering Japanese ports 
for commercial purposes. 

7. The persons referred to in Para- 
graph 2 should be afforded’ the 
opportunity for direct access in- 
dividua] Japanese firms of their own 
choosing and should have the oppor- 
tunity to move freely in Japan subject 
only to the availability of transport and 
accommodation. 

Any regulations pertaining to par- 
ticipation of firms or government 
agencies whether Japanese or foreign 
in foreign trade should be  non-dis- 
criminatory in character and confined 
to measures essential in achieving the 
principles and objectives set forth in 
this policy and should. be based on the 
system established by and under the 
supervision of SCAP. 

8. A foreign cable may be conducted 
by the Japanese government or agency 
ty to an extent deemed by the Supreme 
Commander to be necessary for the 
achievement of the maximum export 
proceeds or for other purposes con- 
sistent with the principles and objec- 
tives stated in this policy. 

9. An exchange rate for the Yen 
should be established as soon as practi- 
cable. 


under the 
policy decision on 


For manufacturing chinaware of or- 
Ginary quality, H'aido is kneaded 
mechanically for a while. However, 
to make an excellent quality of china- 
ware, the clay is stored in a damp 
place from half a year to three years. 

Shaping of chinaware is mainly done 
with a Potteis wheel which is moved 
by power, foot or hand. Clay is put in 
a plaster pattern placed on a rotating 
lathe, being pressed with a_ towel. 


Moved out of the pattern in 30 
minutes, the clay comes out in the 
shape desired. After drying in the 


shade for one hour, the clay is given 
the last touch for shaping. 


Other than shaping by lathe, there 
is a casting method. In the casting 
method, muddy material is poured into 
a plaster mold, from which the shap- 
ed ware comes out in from three to 
five hours. 


Next the shaped clay is fired at a 
heat of from 600 to 700 degrees C. in 
an oven for some 10 hours to produce 
a “biscuit.” The surface of the “biscuit” 
is painted with coloured water contain- 
ing chiefly cobalt oxide on its surface, 
and then coated all over with a glaze 
chiefly made of feldspar. 

After the glazing, the “biscuit.” 
placed in a plot called “Engoro,” is put 
in an oven for 40 hours. For the first 
24 hours the heat within the oven is 
raised to about 900 to 1,000 degrees 


C. During the next 10 hours the heat 
is increased to 1,250 degrees, after 
which it is again reduced to _ 1,000: 
degrees to continue for 10 hours. 

After firing is discontinued, the 
wares are treated. 

There are three kinds of ovens used 
in chinaware manufacturing. Nobori- 
gama (climbing oven), Maru-gama 
(round oven) and Tonneru-gama (tun- 
nel oven). 

Firing is the most important and 
dificult step in the whol2 process, dur-. 
ing which minute attention is requir-. 
ed. Chinaware manufacturing is com- 
plete when firing is finished. However 
excellent the shaping and _ painting 
may be, all will become null and void 
from an artistic point of view if the 
firing ends in failure. 

Next difficulty is the painting. 

Artistic chinaware is a creation. It 
is not shaping or painting alone that 
is most important in producing artistic 
chinaware. It is a refined quality 
that the chinaware must possass as 
a whole. 

Works produced. chinaware 
artists are mostly vases, bowls for tea 
ceremony, plaques, and daily house- 
‘hold articles. 

Chinaware produced in Seto is clas- 
sified as follows: Foreign dinner sets 
Japanese dinner sets, elec*rical ware. 
sundry, tiles, sanitary ware, industria’ 


and chemical ware. 
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JAPAN’S TRADE AND INDUSTRY 


(From Our Own Correspondent) 


Communism in China 


amounting to $14,740,420. During the 


- 
™ 


The following table gives the export 
plan in some detail:— 


Exports Plan for 1949 


In $1,000 
same period of this year the number 
The spread of Communism in China of dealers rose to 666 while contracts Cotton Textiles ............. 173,938 
has become a matter of grave concern amounted to $128,660,862; thus show- Woolen Textiles ............ 23,930 
to us here, partly on account of China’s jing a tendency for private importers Rayon Textiles ..........-.. 24,570 
close geographical proximity to Japan, to increase their business. Staple Fibre Textiles ....... 7,690 
and The purchase of cotton from Amer- Hemp Textiles .............. 4,829 
ee a ica and India—the latter commencing Woolen Yarn (80,000 Bales) 26,400 
in May only—covered the bulk of the Machinery & Tools ......... 58,840 
New Sxonange Mate imports, India being responsible for as Metal Goods ................ a 
much as $10,000,000 each month. The Sundries 
9 following table shows comparative Farm Products .............. 2,858 
in figures Between piivate and gevern= Chamictls  . 10,939 
reconstruction programme _ will have Total Amount 453.543 
passed its initial stage. The new rate, 
however, must not be based on whe- : 
ther Japan can make both ends meet, Private Import won, thos 


but on whether we can accelerate our 
progress towards entering the _ inter- 
national commercial field and, at the 


number of unit number of unit 
contracts $1,000 contracts $1,000 


trade has been with the United States, 
the recent trend is to increase trade 
with East Asia. 


borg June 62 18,038 31 35,040 This brings us to the question of the 
rer time, stabilise the present un- July 61 13.826 93 11.759 exchange rate (referred to above), 
95 16.265 65 101,961 which has been the greatest obstacle 
tradi ions. Ac- 

It is anticipated that the value of the Sept. : 112 32,082 70 29,792 to smooth trading trensactions : 


yen will be comparatively high in re- 
lation to the dollar. According to a 
survey made by the Government, the 
average rate which enabled merchants 
to make both ends meet was yen 200 
to $1 (the old official rate) and yen 400 
to $1 (new rate). 

According to the Economic Stabiliza- 
tion Board’s survey, it takes yen 12,000 
million to regulate exports and yen 
6,000 million to regulate imports, or 
a total of yen 18,000 million. But this 
cannot be expected from the Govern- 
ment at this stage. 


Private Trading 


Although private trading presumably 
began in August, 1947, it referred to 
exports only as the Government itself, 
at that time, commenced importing 
and, as a result, traders were not in- 
terested in that side. That this was 
the case is evidenced by the latest Gov- 
ernment figures which show that only 
44 private contracts for imports were 
made during September/December cf 
last year, the value of these imports 


From these figures can be seen the 
extent to which private enterprise has 
improved. 


As regards exports by merchants the 
number of contracts totalled 1,052 
valued at $7,833,000 during September 
to December last year. From January 
to September this year the number 
rose to 9,207 with a total value of 
$151,104,000, thus showing an excess in 
export of $15,536,000 but it is expected 
that this tendency will inevitably turn 
to an excess in imports, as the greater 
number of contracts are on a buyer 
and supplier basis. 


The Economic Stabilization Board 
under the Government has drawn up 
an export plan for 1949 under whica 
it is hoped that the amount of exports 
will be $450 million. There is, however, 
a feeling of doubt as to whether this 
can be achieved, as the export plan of 
$350 million for this year seems to 
have failed in so far as One can judge 
from the results of the first half of 
1948, when the total amounted ‘+o 
$77,360,000 only. 


cording to the Government’s Economic 
Stabilization Board there is a hope 
that a single international exchange 
rate for the yen will be fixed within 
the next three months. This is consider- 
ed necessary as a step towards the im- 
plementation of the American econo- 
mic programme for Japan. 


Wage Stabilisation 


Government officials are also at work 
on the wage stabilisation policy to fit 
in with the economic stabilisation pro- 
gramme. Presumably a wage ceiling 
will not be imposed, 


Commodity Prices 


Commodity prices have, during the 
past few months advanced about 100 
to 150 times as compared with prewar 
levels, while, as we remarked before, 
there has been little perceptible change 
in the share price level. A _ staff 
writer of “The Mainichi” stated that 
“the fact that share prices have not 
moved in accordance with commodity 
prices is due to the exorbitant profits 


The following table gives details of export contracts, showing the percentage of private contracts compared 


with the total:— 


Machinery Farm & Marine 
and metals Textiles Sundries products, chemicals Total Amount 
Value 
unit Numberof Unit Number of Unit Numberof Unit Numberof Unit Number of 
$1,000 contracts $1,000 contracts $1,000 contracts $1,009 contracts $1,000 contracts 
1947 Dec. 534 26 636 64 1,050 289 936 64 3,156 443. 11% 
1948 Jan. 5,172 21 519 - 45 840 149 181 30 6,722 218 13 
_ Feb. 770 24 2,702 58 915 253 591 54 4,978 389. =631 
Mar. 904 37 7,419 163 1,690 429 797 91 10,810 720. 30 
Apr. 1,935 39 8,776 179 1,625 400 544 . 91 12,880 709: 29 
May 665 37 15,613 2,473 616 872 104 19,623 1,005. 48 
Jun. «1,522 69 13.462 . 362 4,047 903 3,234 281 22,255 | 1,615 «55 
July 780 85 15,074 420 2,191 638 1,806 217 1,860. 54 
Aug. 2,489 136 27,857 821 2,014 656 1,369 174 88,729: 
Sept. 1,387 -: 142 14,435 793. . 2335 711 1,884 258 20,254 1,904. .—. 
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which have been made in commodi- 
ties.’ That may be true, but people 
probably now realise that fewer profits 
are made in commodities than before. 
They are therefore likely to begin in- 
vesting in the share market. 


Japan’s Trade Agreements 


Trade for 1949 is promising follow- 
ing the conclusion of a number of 
trade agreements with various coun- 
tries and with the expected contin- 
uance of American support. These 
treaties include a financial agreement 
between France and French Indo- 
China and Japan; a $13 million trade 
agreement with Egypt; a $93 million a 
year agreement between Holland, In- 
donesia and Japan; a proposed $13 
million a year agreement with Sweden 
as from November this year; and th» 
agreement with the sterling areas of 
£55 million dating from July 1949 to 
June 1950. Over and above these a 
trade agreement has been concluded 
with Siam for $60 million; and one with 
Pakistan is being contemplated. Al- 
together these agreements amount to 
around $559 million. 

To return to our trade figures. Dur- 
ing the ffirst half of 1948 exports 
amounted to $78 million in value, as 
against $84 for the same _ period in 
1947, thus showing a decrease of $6 
million. This was due to a drop ait 
that time in wool exports, but during 
the second Half of the year these ex- 
ports again improved, especially with 
the Netherlands East Indies and the 
sterling areas. The second half of the 
year, it is hoped, will therefore show 
an improvement over the first six 
months. 

As stated earlier the Government’s 
export plan for 1949 amounts to $450 
million. Great stress is laid upon 
textile exports which amounted to 60 
per cent of the total exports in the 
pasi,. but it must be noted that the 
heaviest imports of wool come from 
the U.S.A., which have to be paid for 
in gold dollars, while Japan’s foreign 
textile markets are chiefly with soft 
currency countries. A further hin- 
drance to Japan’s textile trade is the 
loss of: her overseas markets, whicn 
were captured by England and Italy. 


SIAM’S TRADE 


Sanguine hopes of a genera! increase 
in Siam’s trade during the coming 
months is largely due to the conclusion 
of a trade agreement. with Japan, 
allowing for an exchange of trade up 
to U.S. $60 million. Both private and 
is allowed for. 
Japan will export to Siam _ railway 
equipment to the value of U.S. $7 
million, as well as_ electrica] products, 
textiles, chemicals, paper, manufactured 
rubber, aluminium ware, wood products, 
ironware, pottery, glassware, porcelain 
and building materials. Exports to 
Japan will consist of rice, soya beans, 
copra, salt, tin ore, ground nuts, 
tapioca flour, oil bearing materials, 
hides “and sticklac. | 


SUCCESSFUL EFFORTS AT 
RESTORATION OF LAW AND ORDER iN 
THE FEDERATION OF MALAYA 


Firm measures are being taken by 
the Government of the Federation of 
Malaya to bring to an end as soon 
as possible the present state of 
emergency declared six months ago 
when Communist-led bandits most 
of whom were alien-born Chinese be- 
gan a campaign of murder, arson and 
sabotage ‘designed to disrupt’ the 
economic life of Malaya and _ to 
establish a Communist republic. The 
main new measure provides for re- 
patriation of any aliens who assist in 
any way the bandits most of whom 
are young men born in China. The 
first batch of young Chinese was sent 
back to China early in December. 

One of the major obstacles facing 
the Authorities in Malaya is ‘the 
widespread practice of paying ‘pro- 
tection money’. 

This is particularly true of Chinese 
in remote areas or in places adjoining 
jungle country from which the bandits 
operale. Speaking of such persons in 
the Federal Legislative Council at 
Kuala Lumpur the High Commis- 


sioner, Sir Henry Gurney, said: It is a 
grave mistake to suppose that the 
security forces can achieve quick and 
lasting results so long as there are a 
substantial number of people who are 
paying protection money to bandits”. 
Such persons, he said, were breaking 
the law and would be regarded as 
such. They were the principal means 
cf prolonging the activities of the 
bandits. On the following day, Sir 
Henry signed new emergency re- 
gulations on repatriation - of aliens. 
These were gazetted within a week 
and are now in force in Malaya. Under 
the regulations aliens detained by the 
Folice will be removed from Malaya 
and returned to their own country if 
they have been helping the bandits in 
any way, either willingly or under 
pressure. In an official statement, the 
Government said: ‘Under present con- 
ditions no alien can expect to con- 
tinue living in the Federation if he 
gives assistance to the Communist 
forces in money, food, information or 
in any other way. If the legal duty to 


Trade will be handled on a US. 
dollar basis, with six monthly settlement 
of balances. Whether Siam will be able 
to fulfill her part of the agreement is 
somewhat open to doubt owing to the 
rejection by the International Emer- 
gency ‘Food Council’s Rice Committee 
in Washington of a request from SCAP 
that Siam should be allowed to ship 
200,000 tons of glutincus and non- 
glutinous rice to Japan during the first 
six months of 1949. Siam is, however, 
permitted to ship 50,000 tons of non- 
glutinous crude rice, which has not 
been asked for by Japan. 


INSTITUTION OF IMPORT 
CONTROL IN SIAM 


With effect as from December 24, 
the Siamese Government has instituted 
import control with regard to  non- 
essential commodities as listed below. 
Import licences are required if import- 
ers wish to bring controlled com- 
modities into Siam. The control] is 
exercised by the Ministry of Commerce 
and has been put into effect in order 
to ‘conserve exchange. 

Retail and dealers’ prices for the 
import controlled goods have mean- 
while advanced by 25 to 100%. The 
free exchange market of Bangkok is 
not in any way endangered by the new 
import regulations. 

The following are the articles listed 
in the Royal Decree controlling im- 

rts:— 


po 

1. Toilet goods and perfumery:— 
Toilet goods, faces cream, face powder, 
lipstick, nail polish, rouge, eye-brow 
pencil, toilet sdéap, lotion, perfumes, 


essential oils, except ‘Eau de Cologne 
and Lavender. 


2. All kinds of toys. 

3. Foodstuffs:—All kinds of sugar, 
molasses and othar sugar products, 
except such as used in medical treat- 
ment, fresh meat, preserved meat and 
canned meat, French sausage and can- 
ned sausage, canned fish, cuttle fish, sea 
worms, sharks’ fin, and mussel, biscuit, 


bread, cakes, pastry, pudding, chocolate 
in bars or powdred, macaroni, noo- 


dles, spaghetti, other similar products, 


bean curd, agar and jelly, vermicelli. 
salt. 
4. Spices and Condiments:—Mus- 


tard, seasoning powders, fish sauce, 
sauces, chilli sauce, including soya, 
misso gravies, chutneys, ketchup, and 
tomato juice. 

5 Vegetables, fruits, and seeds used 
as food, whether fresh, dried, or fer- 
mented or pickled. All kinds of fruits, 
whether fresh, dried, pickled, or can- 
ned. Preserved vegetables, whether 
dried or pickled, except garlic, onions 
and potatoes. Mushrooms and fungi. 
Dried salted cabbage. Salted 
olives.’ Melon seeds. 

6. Seltzer water, sweet drinks, fruit 
juices, all kinds of aerated water ex- 
cept mineral water. 

7. Passenger cars and motor cycles. 

8. Oxygen. 

9, Oil for mixing with paint, except 
linaseed oil with iodine value not less 
than 170, and Tung oil. 


The Ministry of Commerce has al- 
ready set up a Board to consider the 
applications for the import of goods 
listed in the Royal Decree. Goods in 
transit or waiting to be shipped from 
abroad will receive special consider- 
ation, and arrangements will be made 
to permit the importation of 


noun 


goods. 
before the Decree was. an- 
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refuse such assistance was discharged 
by ‘all those who now feel themselves 
unable to recognize it, peace in the 
Federation would be restored within 
a month’. 


New “ Repatriation Regulations 


The new repatriation rules will not 
apply to any Federal citizen in 
Malaya, to any British subject 
throughout Malaya or Singapore, or to 
any person who has not had a chance 
to object to his being detained by the 
Authorities. If any person repatriated 
returns to Malaya he will be liable to 
imprisonment for a term not exceed- 
ing three vears. The Government de- 
clared officially: ‘It is plainly in the 
interest of all communities that the 
dangerous and disloyal elements who 
have been breaking the law of this 
country for some time should now be 
removed and so precluded from doing 
further damage.’ 

The Press of Malava welcomed the 
Government’s firmness. One paper 
said ‘Such action is long over-due and 
prompt application of the decision 
against persons who have shown they 
are unworthy of the hospitality that 
Malaya has granted them should serve 
as a further powerful deterrent mea- 
sure against those who are persuaded 
to give aid to terrorists in any form 
whatsoever’. 


Extortions of money 


The practice of the Communists is 
to demand money from the owners of 
tin mines or rubber estates or from 
business men in return for freedom 
from attack. The more remote the 
inine or the smaller the village, the 
easier it is for bandits to make ex- 
tortions under threat. There are said 
to be several villages where every 
shop pays a regular levy. Indian mer- 
chants also have had to’ contribute 
money at the point of a gun. 

Such extortion by force is not new 
to Malaya, but it has never’ been 
practiced on such a large scale before 
ana for political ends. Fifty years 
ago, Chinese in Malaya were paying 
‘protection money’ to men of their own 
race, usually members of ruthless 
secret societies. But today, the posi- 
tion has changed. It is no longer a 
case of buying perscnal safety. Today 
anyone who pays ‘protection money’, 
willingly or unwillingly, is endanger- 
ing the lives of other Malayans be- 
cause he is supporting an organised 
campaign of terror and is helping the 
bandits responsible for the terror to 
last out longer. 

During the past six months 410 
civilians Or members of the Police or 
the forces have been killed by bandits. 
Another 319 were wounded. Most of 
the civilians killed were Chinese, and 
many of them anti-Communist sup- 
porters and members of the Kuomin- 
tang. The total number of bandits 
killed in the same period was 324. 


Fifty two were wounded and another 
235 captured. 


The Squatter Problem 


The new  wegulations affect any 
person who pays ‘protection money’, 
hut they also closely concern the 
squatter population. The bandits nurn- 


ber about 5,000. They batten like 
leeches on the squatters, of whom 
there are about half a million in 


Malaya. These squatters most of whom 
have immigrated from China, are 
small farmers growing market produce 
and rice. They settle on unoccupied 
land, mainly along the railways and 
the rivers. Because the land is un- 
occupied, the jungle is never’ very 
far away from the squatter area. The 
average squatter, who wants nothing 
more than to be left alone to live and 
work in his own way, is completely 
at the mercy of the bandits, many 
of whom have relatives amongst the 
squatters. If they ask for rice or 
money or shelter, the squatter gives 
them, rather than cause any trouble. 
He knows, too, that many bandits are 
squatters lixe himself, tilling their 
fields by day and marauding by night. 

Because the squatter areas are near 
the jungle where the bandits. build 
the camps from which they operate, 
the support of the squatters, whether 
given freely or by force keeps’. the 
bandits going. This aspect of the 
squatter problem has drawn the parti- 
cular attention of the military and 
the Police, whose main object is to 
prevent the bandits from concentrating 
in force and whose aim is to disperse 
them into small groups, denying them 


food and shelter, before they are 
killed or captured. 
A typical squatter area is Sungei 


Siput in the centre of the rich mining 
districts of the State of Perak. This 
area is a maze of tracks in the jungle 
bordering on many tin mines, the rail- 
way line and the main trunk road. 
During the Japanese occupation, Sun- 
gei Siput was the principal stronghold 
of guerrilla resistance in Malaya. The 
Japanese never managed to clean it 
up. 
British and Gurkha troops have now 
swept Sungei Siput area, harassing 
the bandits in a three-week operation 
and removing most of the squatters 
to new settlements about fifty miles 
away on the coast. Without the help 
of the squatters from Sungei Siput, the 
military have made the district quiet. 
About 70 squatters from Sungei 
Siput, dissatisfied with being harassed 
by both the Communists and _ the 
Army, declined to be _ resettled in 
Malaya and asked to be sent back to 
China. These voluntary repatriates 
sailed from Penang a week later. 


Banishment and Detentions 


The new regulations to repatriate 
any person assisting the Communis‘s 
in any way are additional to the ex- 
isting laws of banishment. In normal 
times, banishment from Malaya is given 
only to convicted alien criminals at the 
end of their prison terms. Last year 
550 persons were banished. Of these 
410 were aliens and 14 were British 


ECONOMIC REPORTS 
FROM INDONESIA 


According to interim (figures at 
Batavia exports from Indonesia during 


September were, in thousands of 
guilders: rubber 39,915, including 
native rubber 21,549, copra 20,509, 


palm-oil 3,016 and tin-ore 10,320. For 
comparison the following export figures 
are given (in million guilders): 


lst half Septem-— 
of 1948 July August ber 


Rubber 17.1 26 22.2 39.9 
Copra 10.9 19 15.9 20.5 
Tin-ore 12.9 12 24.7 10.3 


Passenger Service Indonesia-Australia 


The steamer New Holland of the 
Roval Interocean Line having a gross 
tonnage of 11,069, left Batavia for Aus- 
tralia. With this first post-war depar- 
ture the scheduled passenger servic? 
between Indonesia and Australia has 
been re-established. 


subjects convicted in court. Of the 
others 125 were aliens and one 
a British subject the banishment 


of whom, it was. considered, would 
be conducive to good of 
Malaya. At present there are 4,579 
persons detained by the Police in 
Malaya for some infringement of the 
emergency regulations which were 
made to combat the activities of the 
bandits. Many of these are members 
of the Malayan Communist Party or 
other organisations dominated by the 
Communists. All these parties were 
banned in Malaya last July. 

All persons detained have the right 
to appeal against their detention. If 
an Advisory Board decided that they 
are detained correctly, and if the de- 
tainee is an alien, he will be repatriat- 
ed. Arrangements are also _ being 
made to repatriate dependants. If a 
detainee does not wish to wait until 
his turn comes for hearing by the Ad- 
visory Board, he may ask for volun- 
tary repatriation. 

The Federal Secretariat is already 
arranging to repatriate many de- 
tainees. The first group, voung un- 
married men in their twenties, all born 
in China, returned to their homeland 


last month. Later, married men and 
dependants will go. 
Influential Chinese support strong 


measures in the emergency, because 
they know that only firm action will 


end the gangsterism. They are ready 


to support even the repatriation of 
squatters, if that is the only way to 
free the squatters from the smother- 
ing embrace of the bandits. The vast 
majority of the Chinese population in 
Malaya wants only good Government. 
the right to establish an efficient and 
fair business under stable conditions. 
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THE COMING IMPORT CONTROL 
IN THE PHILIPPINES 


By N. MOST 


(General Manager, Getz Bros. « Co.) 


As this is written, the President has 
not yet issued an executive order put- 
ting the Import Control Act into 
effect. Accordingly, any statements 
made relative to the operation of the 
Import Control Board and its effect on 
trade can only be regarded as surmise. 
However, a study of the proceedings 
of the various panel discussions as well 
as of the information which Secretary 
of Commerce Balmaceda has mace 
pubiic 1s sufficient to give us a fairly 
good idea of the probable workings of 
the Act and its probable effects on 
business. 

The Department of Commerce re- 
cently concluded a series of h2arings 
at which importers were invited to 
stcte their views. These meetings as 
well as statements made by Secretary 
Balmaceda and Executive Officer Le- 
desma have been impressive in tha: 
they demonstrate an obvious desire on 
the part of the Depa: tment of Com- 
merce to cause as little disruption io 
business as possible, and ‘to apply the 
import control measures as fairly as 
possible with such a difficult piece of 
legislation. As all governments whicn 
have attempted it have discovered, im-~- 
port control is one of the most cifficuli 
measures to implement which a gov- 
ernment can possibly attempt. The 
number of importers and the variety 
of goods they handle is so extensive 
that the Department of Commerce will. 
of recessity, be required to process a 
huge amount of paper. All indications 
lead us to believe that the Departmen? 
of Commerce has fully _ anticipated 
most of the problems which will con- 
front it, and has taken all steps with- 
in its power to prepare for the coming 
activity. 

While the administrating of the im- 
port control is undoubtedly in the best 
possible hands and we may anticipate 
that it will be administered in aman- 
ner which will bring credit to the De- 
partment of Commerce, nevertheless, 
we cannot overlook the fact that im- 
port control once effected, even 
though mild in the beginning, is more 
likely to increase in scope and in num- 
ber of items controlled as time goes 
on, than to decrease. This has been 
the history of import control in al- 
most every country which has impos- 
ed it and it is logical to presume that 
the course will be the same in the 


Philippines. Statements continue to 
appear in the newspaper issued by 
officials in Philippine business and 


some departments of the Government, 
expressing the viewpoint that the 
Philippines should have import control 
because almost every other country in 
the world has it. Such a viewpoint 
can only be the result of lack of know- 
ledge as to why import controls are 
imposed, and can only come from 


people not conversant with the fact 
that import control is a strong medi- 
cine and one only taken by a sick 
country. The disease consists of a short- 
age of U.S. dollars. And while the 
medicine, if taken in doses commen- 
surate with the extent of the disease, 
may be regarded as helpful, it has 
been the experience in many coun- 
tries that the medicine often becomes 
worse in its effects than the origina! 
disease. In most cases, a far better 
course lies in increasing exports. It is 
interesting to note in that regard, that 
the Philippines is still shipping only 
token quantities of quota items to the 
United States. As an example, where- 
as the quota allowed for cigars is 200,- 
000,000 a year, the shipments for 1948 
up to October 2, 1948, were 839,222. 
Likewise in coconut oil, whereas the 
quota is 448.000.0000 pounds, shipments 
to October 2, 1948 were only slightly 
in excess of 60,000,000. The unbalance 
of trade for the first 6 months of 1948 
was approximately P250,000,000. This 
disregards the invisible exports which 
actually give the Philippines a favour- 
able remittance balance. It would ap- 
pear that a concentrated effort to in- 
crease exports would result in. en- 
abling the Philippines to avoid import 
control and thus avoid the reduction 
in the standard of living which con- 
trol brings. 


However, regardless of whether’ cr 
not the control of imports is really 
necessary in the Philippines, it appears 
that it will be with us and that we 
had best consicder its probable course 
and effects. 


There are a number of loose ends 
relative to import contro] on which 
the Government’s decisions, if the: 
have been made, have not vet been an- 
nounced. First there is the question 
of the effective date of the control. 
Secretary of Justice Sabino Padilla has 
given the opinion that the Import Con- 
trol Law will net become effective 
until the President issues an executive 
order setting forth the list of non- 
essential and luxury articles to be con- 
trolled as well as the rules and regula- 
tions for carrying out that control. 


Another point which needs clarifica- 
tion is the establishment of definitions 
of non-essentials and luxuries on which 
the operation of the law will be based. 
No such definitions are included in the 
law. It is true that these terms are 
very difficult to define, since they de- 
pend in a large measure on the stand- 
ard of living of the group concerned. 
As an example, refrigera*ors, which 
will undoubtedly be controlled under 
the Import Law, are regaried as ab- 
solute necessities by Americans living 
in the Philippines; however, to Filipino 
familie? in the barrios, where no elec- 


tric power is available, a refrigerator 
is of no use whatsoever, 

The Import Control Board from its 
statements thus far seems to be taking 
the view that the term non-essential 
can be used both in the sense of un- 
necessary for livelihood or manufactur- 
ing purposes, as well as unnecessarv 
because a substitute is available in the 
Philippines. However, adoption of the 
latter definition results in actuality in 
a general import control :ather than a 
restricted control. As ar exariple, it 
is very probable that the /mpoit Con- 
trol Board will prohibit the importa- 
tion of soap on the basis that since it 
can be manufactured in the Philip- 
pines, it is unessential. However, soap 
can certainly not be considered unes- 
sential in so far as its necessity for 
livelihood is concerned. It would seem 
logical to presume that if the Philip- 
pine Congress in passing the import 
control measure truly wanted to give 
the President power to control all im- 
port, it would have so stated in the 
law. Accordingly, it appears necessarv 
that some limitation on the interpreta- 
tion of the words luswry and non- 
essential be included in the i.w in order 
to limit its administration. 

Another matter which has not yet 
been clarified, is the question of who 
will receive the import quotas. There 
are two groups of contenders for this 
distinction, ome, the importers, and the 
other the indent houses. The import- 
ers in the main are made up of the 
Chinese dealers, although there are a 
number of Filipino, American, and 
European firms which import as well. 
The incentors are largely American 
or European firms holding the exclu- 
sive representation of foreign manu- 
facturing firms. Of course, there are 
firms of all nationalities doing both 
import and indent business. In the 
early consideration of this matter, it 
appeared that the Import Control! 
Board favoured giving import quotas 
to the indentors or exclusive repre- 
sentatives, since there are fewer of 
them to deal with. However, it ap- 
pears that the quotas will be given to 
the importers, on the theory that the 
quotas will be widely spread and con- 
trol of the market in a_ particular 
commodity should not be held in a few 
hands. This may make things difficult 
for certain indent houses which have 
in the past been selling some of their 
products exclusively to a closed ring 
of importers. They will now find 
themselves in the hands of the ring 
which will be able to more or less 
dictate terms. 


In spite of the foregoing uncertain- 
ties, enough has been revealed about 
future import control operation to give 
us a fair idea of coming events. It 
ean, of course, be anticipated that th- 
President’s order implementing the 
Import Control Law will set forth a 
list of classes of commodities which 
will thenceforth require import 
licenses for importation into the Philip- 
pines. 

These items will probably be div- 
ided into three classes, those which are 
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considered luxuries, those which are 
considered non-essential and which 
could be replaced by items manufac- 
tureable in the Philippines, and those 
items considered non-essential not 
manufactured or manufacturable in the 
Philippines. These classes will prob- 
ably be divided into sub-groups and 
importers will apply for separate 
licenses ij. each sub-group. It is anti- 
cipated that the importer will be free 
to import individual items within a 
sub-group to suit his requirements. As 
an example, importers of cosmetics 
will probably be given a dollar quota 
under which they can import face- 
powder or hair-oil or any other cos- 
metic in any proportion which suits 
them. 

In order to qualify for an import 
license, it has been indicated that an 
importer will have to be registered 
with the Securities and Exchange 
Commission or with the Bureau of 
Commerce, licensed to do business in 
the Philippines, and also _ registered 
with the Import Control Board. 

After registration, he may apply for 
quotas in the various sub-classes in 


will be “pay P2 as a filing 


fee with each application, and upon 
the granting of a license, he will be 
required to pay a fee of Pl per P1,009 
of the c.if. value of the license grant- 
ed. Funds derived from this source 
will be used in operating the Import 
Control Office. 

Import licenses issued will probably 
be valid for 6 months and will have 
a provision for deducting individual 
shipments from the total amount 
licensed. The importer will have to 
submit his import license to the Cus- 
toms at the time of arrival of the mer- 
chandise, and will also have to furnish 
a copy of his import license to the 
Philippine Consulate in the country of 
the origin of the merchandise at the 
time the consular invoice is secured. 
This latter detail will probably re- 
quire some _ reconsideration, since, 
otherwise, a great number of copies of 
the licens: will be required. It would 
appear sufficient to furnish the Philip- 
pine Consul only the import license 
number without the necessity of sub- 
mitting a copy, since the Consul 
would, in any case, have no way of 
determining the unused balance of the 
license. Importers who receive licenses, 
but do not import the full amount of 
the license within its validity period, 
will be required to show cause wh; 
he should not lose his quota for the 
succeeding periods. 


In applying for an import license, 
importers will probably be required <0 
state the amount of the commodity 
they imported during a base period to 
be set by the Import’ Control 
Board. This. period will probably 
be the years 1947 and _ 1948, or 
some part thereof, If the impor- 
ter’s application is proved, he will, 
in all likelihood be given an im- 
port license for a percentage of the 
amount he imported during the base 
period. If, as an example, he imported 
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INSTITUTION OF IMPORT CONTROL IN THE 
PHILIPPINES 


Tine President of the Philippine Re- 
public has signed on December 28, 1045 
the Imvort Con‘rol Executive Order 
which will go into effect as from Janu- 
ary 1, 1949. The Import Control Order 
fis a very controversia] measure and 
bound to affect the foreign trade of 
the country to a great extent. The 
majority of controlled import com- 
modities will be curtailed by 40 to 80% 
(base period July 1, 1947 to June 30, 
1948). 

The Philippine President’s “Evecu- 
tive Order on Import Control” wiil be 
Published in our nert issue (January 
12th). 

T'ine order, designed to conserve the 
Islands’ dollar reserves, is expected to 
affect every inhabitant of the Philip- 
pines as the list of articles subjéct tv 
control ranges from matches, importa- 
tion of which wil] be cut 60 per cent, 
and o-her articles like cloth and soap 
which may be considered as necessities 
in everyday existence, to rea] luxuries, 


like cosmetics and beauty preparations 
(lipsticks, rouge, etc.) and jewelry. 

A majority of the cuts, however, will 
be from 40 to 80 per cent. Affected by 
the control order are 127 items in 26 
categories from automobiles to alcoholic 
beverages, jewelry, perfumes, textiles, 
tebacco, butter and fountain pens. 

In business circles, Am:rican import- 
ers are the ones principally affected by 
the order which implements an act 
passed in the last session of Philippine 
congress. 

The contro] order is accompanied by 
a licen:ing system which will te ad- 
ministered by an import control board. 

Twenty per cent of each established 
and licensed impor‘ter’s quota is set 
aside for participation by new importers 
ig compliance with a strong public de- 
mand for Filipinos to share more 
equitably in established business. 

The control board will fix quarterly 
quo.as, and may add to the list of res- 
tricted items or increase or decrease 


P100,000 worth of a particular item 
during 1947-48, and the period of the 
quota is 6 months and a 40% cut is to 
be made, he will be given a license for 
P15,000 for the 6 months’ period. I¢ 
can thus be seen that under this sys- 
tem, if adopted, no definite quota will 
be set, since the amount to be licensed 
will depend on the amount applied for. 
Although this method presents prob- 
lems, it is much to be preferred to the 
alternative method which would re- 
quire the Import Control Board to 
wait until substantiated reports of all 
applicants’ imports during the base 
period were received, and then make a 
division of a fixed quota among these 
applicants in proportion. The prob- 
lems presented by this latter method 
are obvious. It is probable that the 
President’s order will limit new im- 
porters to 20% of the allocation to old 
importers. This would require under 
the first system indicated, that the 
Control Board wait until it has deter- 
mined the total of old importers quotas 
to be issued before licensing n2w im- 
porters. 

Of vital interest to importers is the 
list of items to be controlled and the 
extent of limitation. No official in- 
formation on this subject has yet been 
released. However, a consideration of 
the items discussed at the various 
panel meetings held by the Import 
Control Board at which importers were 
invited to state their views, gives us 
a basis for reasonable surmise. 


It appears that the Import Control 
Board would like to cut the importa- 
tion of items to be controlled by about 
40%, on the average, of the importa- 
tions during 1947-48. However, the 
amount of cut will probably. vary 
widely on different classes of goods. 

Of the various items discussed in the 
panel meetings, it would appear that 
the following groups of items are due 


for control: beverages, wines and 
liquors; cosmetics; watches and clocks; 
beauty-parlor equipment; textiles, in 
the high priced cotton and rayon classi- 
fications; ready-made clothing; fire- 
arms; fireworks; and ammunitions; 
soaps; tovs and novelties; photographic 
equipment (non-professional) and 
supplies, radios and moving-picture 
films; cigarettes; home-type cooling ap- 
paratus and electrical appliances; ar- 
ticles manufactured of leather, such as 
shoes, etc., as well as rubber shoes and 
components thereof; fresh and dried 
fruits (including oranges), candy, 
sugar, molasses, etc.; automobiles; glass 
and glassware, clay porcelain an 
china, sundries, chewing-gum, matches, 
candles, steel office furniture (except 
filing cabinets), etc. 

Of the items. originally considered 
for control, but which will probably be 
excluded are explosives, tobacco, lea- 
ther skins, bulk candy-making 
materials such as glucose, and con- 
struction materials. Naturally, both ot 
the foregoing lists are only surmise, 
and official information will not pe 
available until the President’s order is 
issued. 


In general, it can be considered tha’ 
the aims of the government in impos- 
ing import control are to conserve 
dollar-exchange, to promote the domes- 
tic manufacture of articles previousiy 
imported, and to assist the Filipino 
businessman in establishing himself -n 
Philippine trade. It can be anticipat- 
ed, too, that the Government will seek 
to avoid causing shortages or increases 
in prices of items which are in every- 
day use by Filipinos. With the fore- 
going aims in mind, businessmen in the 
Philippines and those interested in 
Philippine trade should be _ able to 
make a fairly accurate guess as to the 


effect of import control on their own. 


particular business. 
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restrictions at any time it sees fit, with 
presidential approval. 

It was original.y planned to impore 
a complete ban on importation of sev- 
eral goods but it was finally decided 
that such an action might rave a de- 
trimental psychological effcct abroad 
as well as locally and may prove too 
much of a shock to business. The yer- 
ceniage cuts imposed range from 20 to 
90 per cont of the volume of imovorts 
for each class of item for the base year 
July 1, 1947 to last June 39. 

Among the goods heaviest hit by the 
new import contro] order are shoe u;- 
pers and rubber soles for rubber shoes 
whose importation volume will be 
slashed by 95 per cent and denatured 
alcohol, shells and manufactures, and 
manufactured products from wood. 
bamboo, rattan and reed which will be 
reduced by 90 per cent of the current 
importation. 


Cigars and laundry soapv, which were 
among the items at first proposed for 
total exclusion, will be reduced by 80 
per cent in their imvortation volume. 

The volume of importation of some 
items is to be reduced in accordance 
with their selling price but most goods 
will be limited irrespective of prices. 

Least affected bv the order will be 
nuts and fresh fruits (20 per cent cut), 
appliances (25 per cent cut), leather, 
skins and imitations (25 ver cent cut), 
cigarettes (30 per cent cut), and 
underwear (30 per cent cut). 

One of the objectives of the import 
control order is to conserve the dollar 
currency and reserves of the country. 
It is: also intended to aid local indus- 
tries by limiting the importation of those 
goods which can be produced or which 
can be2 substituted here. Another objec- 
tive of the control is to channe)] expendi- 
tures at present being made on luxury 
and non-essential goods to capital 
commodities which may materially aid 
in the reconstruction and rehabilitation 
of the country, 


It is estimated that the value of im- 
ports of luxury and _ non-essential 
goods during the one-vear effectivity 
of the control order will be reduced 
by from 94,000,000 to 95,000,000 pesos. 

The executive order will not be 
applicable to commodities which leave 
ports of embarkation before Jan. 1, or 
which are in transit on that date. 

The President’s executive order pro- 
vides that effective Jan. 1, no non- 
essential or luxury article specifically 
mentioned in the list attached to the 
order may be imported into the Philip- 
pines without an import licence issued 
by the import control board by author- 
ity of the President. 

Itis specifically provided that the Pre- 
sident, by authority of law, and upon 
certification of the chairman of the 
import control board, may add or de- 
lete items from the list. 

The quantity or value of each luxury 
or non-essential article that may be 
imported within the year 1949, the 
executive order provides, will be fixed 
by the import control board, by au- 
thority of the President, quarterly, 
semi-annually, or annually at the dis- 


KOREA’S RAILWAYS 


Railroads in Korea are predominant- 
ly nor-h-south, running the length of 
the peninsula. A main trunk line, al- 
most compietely double-tracked, forms 
ar artery from Manchur.a to Pusan. 
By means of this line iz is possible for a 
person to travel from Tokyo, Japan, by 
train, to Kyushu, ferry to Pusan, travel 
by railroad to Sinu.ju, on the Manchur- 
ian border, continue on a Mancaurian 
railroad to Russia, and by rail to Mos- 
cow and western Europe. An alternative 
section to the main line between Seoul 
and Pusan runs through the mountain 
range east of the main line. 
to the east at Seoul, another main line 
crosses tha peninsula to Wonsan, an im- 
portant port on the Japanese Sea, and 
con.inues along the eastern coast to 
IKunyung on the northern border of 
Korea where it connects with a Russian 


cretion of the board in accordance with 
the schedule of percentage of reduc- 
tions prescribed in the order. 

The import control board is to fix 
the quota for each article in terms of 
quantities of total money values and 
will allocate such quota to the import- 
ers duly registered for such article on 
the basis of their respective quantities 
or values of imports during the base 
period, reduced in accordance with the 
percentages prescribed in the order. 

The executive order also provides 
that not more than 20 per cent of the 
quota fixed for each article will be 
set aside, to be aliocated to importers 
who had no importation during th> 
base period from July 1, 1947, to last 
June 30, but who have registered sub- 
sequently as importers of such articles. 

No new importer will be given a 
percentage allocation bigger than one- 
fifth of the percentage allocated as 
quotas to the old importers. Applica- 
tions for licenses to import any portion 
of the 20 per cent reserved quota must 
be filed within one month from the 
date the quota is announced, according 
to the order. 

The import control board is em- 
powered to cancel the license of any 
importer who has failed or has not 
taken proper steps to import the article 
covered by his license. 

The executive order also. specifies 
persons and entities or establishments 
who may not be granted import license 
and the requirements prerequisite for 
the issuance of such licenses. Those 
who may not be granted import license 
include: importers not duly registered 
as importers in the securities and ex- 
change commission or in the bureau of 
commerce; those not duly licensed to 
do business in the Philippines and 
have not paid all lawful taxes and 
fees due; and those not registered with 
the import control board for purposes 
of the import control law. 

The executive order also provides 
penalties for violation of the import 
control rules and regulations, including 
the forfeiture of the goods and th» 
penalties prescribed by the import con- 
trol law itself. 


Branching 


line to Vladivostok. Besides these main 
lines, there are numerous __ shorter 
branch lines connecting the richer agri- 
cultural and commercial regions of 
Korea. 


The first railroad in Korea was a pri- 
Vate line, built by American engineers 
with American monzy, running between 
Seoul and Inchon, opened in 1896. In 
1908, ano-her privately operated line, 
financed and engineerad by Japanese 
interests, was opened between Seoul 
and Pusan. During the Russo-Japunese 
War in 1906 the Japanese added an- 
o.her section from Sinuiju, on the Man- 
churian border, to Seoul, completing the 
artery to Manchuria, and laid a branch 
railway from Pusan to Masan on the 
southern coast. 


A line branching from the Seoul- 
Pusan system at Taejon and running to 
Mokpo on the southwestern tip of the 
peninsula was completed by the Japan- 
ese in 1914. That same year, the im- 
portant line crossing from Seoul to 
Wonsan was completed and its exten- 
sion to the Manchurian border begun. 
This excension, which measures 383 
miles in length, was completed in 1928. 


All Korean railways which had b2en 
built by the Japanese Government were 
put under control of the South Manchur- 
ian Railway Company in 1917 to con- 
solidate operation of Manchurian and . 
Korean railways, both countries being 
occupied by the Japanese after the end 
of the Russo-Japanese War. In 1924, 
the Government-General of Korea again 
took control of Korean railways. 


Plans were formulated and construc- 
tion started on a route to link Wonsan 
and Pusan by following the eastern 
shore line, but operations ceased when 
Japan entered World War II. 


When the American forces arrived in 
southern Korea, they discovered that 
ten out of eleven locomotive engineers 
and holders of other responsible jobs 
were Japanese. All higher officials 
were Japaneses. Of the 17.500 Japanese 
then employed by the railroads south 
of the 38th parallel, not one remains to- 
day; Koreans have taken over their 
duties and have shown ability § and 
loyalty to the railroad. 


A school for railroad employees, 
located at Yongsan, a southern suburb 
of Seoul, trains young Koreans to be- 
come civil, locomotive, and mechanical 
engineers, station masters, business 
administrators, traffic agents, and in the 
hundreds of other technical and skilled 
occupations of railroading. The majority 
of students entering this school are fif- 
teen years old, but a few older men, 
who have shown ability in railroad 
work, are also admitted. At first. these 
schools gave special six-month intensive 
training courses, but regular four year 
curriculums were »egun later. 


Railway Development under 
the Japanese 


Under the Japanese administration of 
Kor2a there were four corporation- 
cwed railroad south of the 38th parai- 
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lel, the controlling stocks held by Jap- 
anese businessmen, Three _ standard 
gauge lines connected Seoul and Chun- 
chon, Ansong and Kunsan, and Chochi- 
won and Chungju. A narrow gauge 
line ran from Inchon to Yoju. These 
privately operated lines were common 
carriers of local passengers and freight. 
The Seoul-Chunchon line ran through 
some rich forest regions; and the 
Ansong-Kunsan and Inchon-Yoju lines, 
through productive rice areas. The 
Japan2se economy of the last four years 
held no room for these private railroads 
and they were no: maintained satisfac- 
torily. Train operation was inefficient 
and not dependable; engines and rolling 
stock were in poor condition. To keep 
these lines in operation, the Department 
of Transportation of American Military 
Governmen: absorb2d them into’ the 
national railroad system on May l. 
1946. The Department is also planning 
to convert the Inchon-Yoju line to 
standard gaug2 when equipment be- 
available. 


Rolling Stock and postwar conditions 


The standard gauge (4 814%”), used 
in Korea and throughout the world 
was developed bv engineers from the 
ancient Roman chariot. When rail- 
roads were first laid, experimerts were 
made to find the best gauge, one that 
would stand heavy strains, and the 
gauge of Roman chariots, tested by 
years of endurance in wars and chario: 
races, was proven the most nearly per- 
fect. 


No new lives are being constructe\: 
Military Government has been apply- 
ing all equipment and materials in 


maintaining the existing roads which 
became badly rundown during the 
course of the war. Korea has some 
good locomotives, but most of the 


heavier engines were caught above the 
38th parailel at the end of the war. 
In southern Korea tnere are twentv 
Mikado and mountain type freight en- 
gines anc Pacific type passenger loco- 
motives, while in the Russiar occupie: 
territory there are 137 of these m2dium 
weight There are no heavy 
locomotives, by American standards. 
but the above, all of Japanese manu- 
facture, are some of the best locomo- 
tive types produced. 


~ISines. 


The Pacific type is a copy of the 
American type engine originally used 
by Missouri & Pacific Railroad, an:l 
the Mikado is a medium weight loco- 
motive designed for the Japanese bv 
American ‘engineers. These first class 
engines have been run for five years 
without general overhauling and are 
now in poor shape, requiring comp!>+te 
boiler overhauling and ‘general repairs. 
All of Korea’s smaller locomotives are 
in an equally rundown condition, pre- 
senting a tremendous task for Korea 
railways to vet this equipment back 
into dependable working operation. 
Freight cars are usually 33-ton capa- 
city with four-wheel bogie trucks. 


There are an equal number of box 
and open type cars with some special 


types such as refrigerator and cattle 
cars. The majority of passenger cars 
are third class having straight-backed 
chairs. There are a few second-class. 
or sleeper cars, baggage and mail cars 
operating. All passenger and freight 
equipment is in rundown condition ana 
is being repaired by Korea shops. At 
present there are five hundred passen- 
ger coaches on the railways. 


Two big railroad shops are located 
in southern Korea, one at Pusan and 
the other at Yongsan. These repair 
yards compare well with American 
shops and are equipped to handle any 
sort of railroad work. Complete loco- 
motive overhauls, locomotive assem- 
blies and machining of engine and car 
parts may be handled by these excel- 
lently equipped shops, complete with 
turntables, overhead cranes, and 
power-driven machinery. Both shops 
are managed by Koreans under con- 
trol in the hands of the Superintendent 


of Motive Power and Equipment. 
There are some very good Korean 
mechanics, machinists, boiler makers, 


and technicians in these’ shops, but 
most of the Korean skilled workers are 
rew to the job, such positions having 
previously been held by Japanese. 
Two thousand skilled men are needed 
and technicians are being trained as 
rapidly as possible in the railroad 
schools to fill these positions. The 
Yongsan shop is equipped to employ 
5.000 Koreans and the Pusan _ shop, 
3,000, but due to lack of experienced 
men. many fewer Koreans are now 
employed. 


Excellent work done by the Japanese 


Roadbeds, cuts, sidewalls, and re- 
taining walls are in excellent condi- 
tion. Well laid, fine spiral curves and 
with a maximum 1% percent grades 
on the main trunk lines, the tracks are 
examples of fine engineering, despite 
problems encountered in crossing the 
sharp, mountainous hackbone of Korea. 
Between Seoul and Taejon (120 miles} 
all signals, switches, and other opera- 
tionel equipment are fully automatic. 
Outside this section, all such equip- 
ment is semi-automatic and manually 
operated, not such a liability in Kores 
where manpower is easily available. 


Th: Department of Transportation is 
electrifying a twenty-five mile section 
between Chechon and Tanyang on the 
alternate route to Pusan. Many tun- 
nels and steep grades are located in 
this stretch. Electric engines serve io 
eliminate the smoke and gas hazards 
in the long tunnels. These engines are 
also capable of faster hauls across 
steep grgdes. Other areas along this 
line eventually will be electrified as 
equipment and materials become 
available. 


Passengers & Freight 


Korean passenger trains are badiy 
overloaded despite efforts to limit pas- 


_kibitzers from boarding most 


_ January 5 


sengers. Set quotas of tickets are sold 
for each train, but people hop ontc the 
trains, with or without tickets. With 
so universal a desire for free rides, it 
becomes impossible to prevent these 
trains. 
Unlike America, where 75% of the 
traffic is freight, Korea’s’ railroads 
handle 80% passenger traffic. With a 
large population and little road trans- 
portation, Korea depends on her rail- 
roads for transportation... When occu- 
pation forces landed on the p2ninsula 
there was practically no freight traffic 
because industry was at a complete 
standstill. Since the liberation of 
Korea freight has risen tremendously 
with the rival of Korean industry. 


Safety precautions are being taken. 
The Japanese had not thoucht head- 
lights necessary on locomotives and did 
not install them. Headlights are now 
placed and more will onlaced on 
sixty locomotives and the other engines 
as fast as materials and enninment 
permit. Koreans have the dangerous 
habit of trespassing on the railroad 
tracks, walking over trestles, and 
shortcutting mountains bv going 
throush tunndis. Manv perovile have 
been killed bv such trespassing. Signs 
warning trespassers away have been 
posted liberally along the tracks and 
efforts are being made to keep people 
from walking the tracks. 


There are 1700 miles of track in 
southern Korea. With the Soring 
floods, over 300 washouts occurred in 
this amount of .trackage. Included, in 
the damage were five bridges, major 
jobs’ t rebuild. Korean engineers, 
construction and track crews worked 
steadily for the first 72 hours of the 
flood without breaks or shift changes 
in their efforts to save the tracks. 
After that, two crews worked 24 hours 
a day to rebuild the main sections. 
Army engineers rebuilt two bridges 
near Pyongtaek on the main artery 
from Seoul to Pusan. At the end of 
the first week traffic was restored on 
the line except for the two bridges 
rear Pyongtaek and in another week 
the complete line from Seoul to Pusan 
was in operation again. Repairs’ to 
other less important lines’ continued 
and, after thirty days from the begin- 
ning of the flood, normal train service 
was restored throughout Korea. 


The first-class Korean Liberator 
passenger train began service on May 
20, 1946. This train will establish a 
standard of operating efficiency which 
will act as a goal for all Korean train 
operations. Originally consisting of 
only one train, a second section has 
been constructed to make possible a 
two-way daily run between Seoul and 
Pusan. On August 15, a schedule was 
initiated in which one Korean Libera- 
tor leaves the Seoul and Pusan ter- 
minals every morning and arrives at 
the other depot at the evening of the 
same day. | 
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KOREA’S SILK INDUSTRY 


The history of the Korean sericulture 
(silk) industry, and the domestication 
of the silkworm dates to a period far 
earlier than civilization in European 
countries. 

The first mention of silk is made in 
connection with the Chinese Emperor 
W’Heng, who reigned in 2500 B.C. He 
was a great patron of agriculture and 
was the first to cultivate the silkworm. 
To him is also attributed the invention 
of the loom for weaving silk into the 
patterned cloths. These were not only 
prized in China, but were exchanged for 
more than their weight in gold in India, 
Persia, Greece-and Rome. 

The Chinese, always a wily people, 
in order to keep the secret of sericulture 
to themselves, told foreigners that silk 
was obtained from the fleece of sheep, 
or weaved from herbs exclusively cul- 
tivated in China. Thus, the secret of 
sericulture was carefully guarded by 
the Chin2se and successfully kept until 
about 300 A.D. 

Very little silk was used for weaving 
outside of China in ancient times, but 
Chinese silks and embroideries were 
exported and highly prized. 

During the 17th and 18th centuries 
the silkworm was an object of much 
interest and speculation in Europ? and 
many books and pamphlets concerning 
its origin, habits and history were 
written. Little did European authors 
realize that sericulture was prominent 
in China as early as 3000 B.C. Even 
the name is derived from the Chinese 
“SSU,” the word for silk. All the names 
by which ancient China was known to 
the world were also derived from that 
precious fibre—names such as “T’sin,” 
“Sinem” and “Sereca.” China has an 
uninterrupted written history which 
goes back to between 2000 B.C. and 
“000 B.C. and in it there are many re- 
ferences to the silkworm, sericulture. 
silkweaving, and silk embroidery. 


Introduction of Silk in Korea 


As with medicine, the secrets of the 
sericul:ure industry were introduced 
through the International Market, es- 
tablished in North East China about 
200 B.C., after much bribing ex- 
changing of goods. Tradesmen, how- 
ever, because of the exorbitant prices 
they had originally paid for the process 
of ser.culture, sold goods only to those 
who would pay dearly. Thus, only 
wealthy Korean fainilies dealt in any 
extensive measure with the silk indus- 
try and usually carried it on as a side-line 
to other regular occupaions, Because 
of the labour involved in rearing silk- 
worms, the cultivation of mulberry 
trees, and the incricate processes us2d 
in weaving, many wealthy Korean 
families regarded the industry as supe2r- 
fluous due to their inherent laziness. 
This factor caused a decided decrease 
in the Korean silk industry. 

The Korean climate and soil were 
highly favourable for the raising of 
silkworms and mulberry trees, but 
initially litle progress was made as the 
species reared by the Koreans were in- 
ferior, and thair methods were primi- 
tive. The most important factor in the 
silk industry, the cultivation of mulberry 


trees, on the leaves of which the silk- 
ge feeds, received little or no atten- 
ion. 


Japanese Development 


Upon their annexation of Korea, the 
Japanese realized the profits that could 
be obtained from the s2riculture indus- 
try and made every effort to improve it. 

After 1910 the Japanese Government 
employed every means to improve both 
the quality and quantity of Korean 
cocoons. Ragulations were issued in 
1919 to provide for the examination of 
eggs and the prevention of mulberry 
tree diseases. Institutions for the teach- 
ing of this proficable business were es- 
tablished in the provinces, but, as was 
the case throughout the Japanese occu- 
pation, only privileged Koreans were 
allowed to attend. Seventy-five percent 
of the students were Japanese. The re- 
sults of all. these efforts was evidenced 
in the reports of 1920. The number of 
families engaged in sericulture in that 


year increased by 45% while the. 


volume of cocoons gathered was calcu- 
lated at 681.800 pounds of which 408,000 
were exported to foreign countries. 
Many Americans who prided them- 
selves on having garments of “Japan- 
ese” silk probably never realized that 
30% of their clothing was made in 
Korea. 

Before Japanese occupation, the reel- 
ing of silk was done at home by means 
of simple implements such as the old 
home-made silk winder. The finished 
products were invariably for home con- 
sumption. The Japanese introduced the 
use of modern machines and reeling 
mills which in 1913 numbered seventy. 
Their aggregate output of raw silk was 
valued at Y13,920,000—all intended for 
export. Although hand-reeling was still 
commonly used in the country, the silk 
industry, set by the Japanese, outstrip- 
ped the former means of production. 

Except for the actual rearing of co- 
coons by the farmers, the industry was 
almost exclusively in the hands of the 
Japanese who controlled egg production 
and distribution, the price paid for 
cocoons and mulberry seedlings, and 
monopolies in the form of associations 
and factories. 

Reports show that in 1944, there were 
approximately 921,997 families engaged 
ir sericulture, or nearly one-third of the 
agricultural family population. Of these 
it was estimated that 681,447 families 
lived south of the 38th parallel. In the 
same period (1944) approximately 132.- 
&44 acres in South Korea were devoted 
to growing mulberry trees. The most 
important silk-producing provinces are 
Kyongsang Pukto, Cholla Namdo, and 
Kangwon Do, which account for 30% 
of the cocoon production. 


Organisation of Industry 


During the period from 1934 to 1940, 
sericulture reached ifs highest peak of 
production with an estimated 50,000 000 
pounds of cocoons in 1936. Since 1940. 
because all available Japanese-control- 
led factories, including those of the seri- 
culture industry. were turned to the 
war effort in the manufacturing of 


clothing for the Japanese Armed 
Forces, the production of silk dropped 
to less than 25,000,000, pounds of 
ma of its production peak in 

Under the Japanese various associa- 
tions, controls, and  societics were 
operating with the Japanese to milk 
the sericulture industry to the maxi- 
mum, 

Sericulture was highly organized on 
ali levels even down through the “gun” 
(county level) where cocoon production 
was the heaviest. The chief sericulture 
technician on each level was invariably 
a Japanes2, who was ordered to co- 
opera.e with various other societies also 
controlled by the Japanese—The Ko- 
rean Sericulture Society. the Silk Con- 
trolling Company, the Korean Filature 
Society, and the Korean Joint Floss-Silk 
Manufacturing Society. 

The Korean Sericulture Society was 
organized with other associations in 
each province—the Japanese, including 
Covernment employees, holding all the 
lucrative positions. It was a common 
occurrence for one man te have a Gov- 
ernment position and at the same time 
be an official in all six of the above as- 
sociations, companies, and soc:etiss. 

Thus, under the Japanese occupation. 
the Korean silk’ industry, instead of 
taking place entirely in the homes of 
wealthy Korean families, was expanded 
to one of the largest textile industries 
of the Far East. 


Post-war Situation 


When American occupation forces ar- 
rived in Korea, the sericulture industry 
was in very poor condition. Filature 
(reeling silk from the cocoon) had been 
allowed to run down; spare looms were 
greatly in demand. To overcome these 
conditions the Department of Agricul- 
ture adopted a five-year plan which has 
five funcvional categories. 

Dealing mainly with the seedling of 
the Chinese White Mulberry tree, the 
most popular in Korea, the first. and 
second phases relate to the growth and 
graiting of the seedling to existent mul- 
berry trees. Af-er completing consider- 
eble research on the growing of these 
trees it was found that thre2 types of 
srafting could be used most effectively: 
(1) grafcing to the lower limb, (2) graft- 
ing to the centre portion, and (3) graft- 
_ to the upper part of the mulberry 

ree. 

After grafting the mulberry sprig is 
allowed to grow for three years, after 
which the leaves obtained from the 
sprig are finally ready for consumption 
by silkworms. 

The third phase of the program is 
concerned with the production of silk- 
worms. In each of the eight provinces 
there are eight original silkworm egg 
producing stations, which function un- 
der the local government of those pro- 
vinces. The National Experiment Sta- 
tion at Suwon first ob-ains the s lkworm 
eggs from the Chinese and Japanese 
Government (the latter now under the 
control of Military Government). After 
considerable research, the bzst breeds 
are sent to the original silkworm egg 
producing stations for further tests and 
crossbreeding. The silkworm eggs are 
then given to the Silkworm Egg Produc- 
ing Commercial Stations of which there 
are seventy in the eight provinces. After 
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approxima‘ely two years of further 
crossbreeding and multiplying, the eggs 
are sold to the 910,000 cocdon growers 
in the Southern Korean provinces. In 
each province, close to the egg produc- 
ing s-ations, are official inspection sta- 
tions staffed by capable Koreans. These 
stations supervise and inspect all egg 
producing stations as to silkworm and 
mulberry Crees diseases. 


In the fourth phase of the plan, the 
Department of Agriculture concerns it- 
self wich the operation and production 
in the forty-seven ffilature (spinning 
mills) in Korea. Authorization for con- 
struction of five additional plants has 
been granted. 


The fineness in texture of raw silk 
depends uv the condition of the ma- 
chinery, quality of cocoons, and the pro- 
ficiency of the overators. Consequently, 
because of the poor condition of these 
filature plants, the Americans saw a 
great task ahead of them. Not only 
huge quan:ities of new machinery 
needed to r2place machinery the Japan- 
ese had either destroyed or burned — 
but buildings, as well as Koreans to act 
as technicians, w2re grea-ly in demand. 
At pres2nt there are only two filatures 
in operation, one located in Kyonggi-do 
province, the other in Chungchong Puk- 
to provincsa, that produce raw silk suit- 
able for export. When the cocoons 
reach maturity they are purchased and 
allocated to the forty-seven filatures. 


Phas2 number five encompasses the 
silk-weaving process. These mills vary 
in size from five looms (hand-operated 
machines) to modern factories (with 
several hundred power-operated ma- 
chines). There are approximately one 
hundred and thirty silk weaving fac- 
tories in Korea 


The textile-weaving mills, the same as 
the filatures, were in such a run-down 
condition that many looms, formerly 
employed in weaving cotton, hemp or 
flax, were converted to the weaving of 
silk. These looms had been idle, due to 
a shortage of raw materials. The con- 
sumption of the finished product, not 
ye. fit for export, goes to the people 
in Korea—people who are greatly in 
need of clothing. 


Waste Silk 


There is a great amount of waste silk 
which is accumulated through the vari- 
ous processes of finishing. In South 
Korea there are not enough waste-silk 
mills to take care of the large accumu- 
lation of waste cocoons, pierced cocoons, 
filacure wastes, etc. Consequently, 
several million pounds are now being 
held in filature industries and silk mills. 
Previous to occupation by American 
forces, the majority of waste-silk was 
expor.ed to Japan where the Japan- 
ese had seven waste-silk factories. 
In Korea the Japanese had only 
one factory doing the work — the 
greater share of its produce going 
ta the Japanese living in Korea, very 
little going to the Koreans. It had been 
proposed that, since Japanese produc- 
tive capacity has been reduced to 25% 
of the pre-war level. one of the  fac- 
tories be sold to the Koreans. With the 
use of this plant waste-silk could be 
made into batting and wadding for 
clothing and blankets. 


BRITISH INDUSTRIES ADVANCE IN 
RESEARCH AND PRODUCTION 


NEW MOTOR CAR MODELS 


Britain’s new cars, displayed at the 
recent big motor show at Earls Court, 
London, are quite different from their 
pre-war: predecessors, although pro- 
gress has be2n evolutionary rather 
than revolutionary. The new models 
owe much to the experience gained in 
war-time production of both vehicles 
and aircraft. The main characteris- 
tics are: more roominess and comfort, 
lighter weight, smart trimming, 
economical use of perol, snappier per- 
formanc2 and a handsome facia board. 

The chassis construction has under- 
gone considerable change. The body 
and frame of the smaller cars. are 
frequently built as one unit, which is 
one of the reasons why they are 
lighter than the pre-war models. An- 
other reason for the reduction in 
weight is the use of new alloys 
making possible greater strength with 
less weight. This accounts for the 
considerable improvement  in_ the 


One of the greatest difficulties is the 
training of technicians and the procure- 
ment of machinery for filatures. 


Current Problems 


Repor:s have come in that some 
Korean farmers were cutting down mul- 
berrv trees, believing that  sericulture 
would not be revised in Korea. Orders 
have been sent to the various Provincial 
Governors to discontinue this practice. 
Sericulture experts have now been sent 
tc each of the provinces with additional 
instructions, 

To combat the Japanese monopolies, 
all may be liquidated except for the 
Korean Sericulture Society. Further 
steps are being taken to rid these or- 
ganizations of grasping Korean officials. 
This will maintain a strict control and 
prevent farmers from being further ex- 
ploited by Korean politicians who have 
stepped into the shoes of the Japanese. 

The five-year plan further embraces 
the establishment of a Sericulture Col- 
lege for the training of Korean person- 
nel, a mulberry seed collective farm, a 
wild silkworm experiment station, and 
many other necessary enterprises 

Progress has be2n made in reviving 
the sericulture industry in Korea. An 

adequate supply of silkworm eggs are 
now stored in the commercial egg pro- 
ducing stations for autumn delivery. 
The fifty-seven commercial and thirteen 
official silkworm egg-producers will pro- 
duc2 enough eggs for summer and 
spring cocoon rearing to take care of 
Korean needs in the future. 

The forty-seven filatures in Korea are 
gradually being licensed and placed in 
operation. 

It has been estimated that Korea can 
never compete with Japan or China in 
the production of silk before 1950, but 
the existing problems are being over- 
come so that by 1950 enough silk for 
export, as well as sufficient quantities 
ce consumption, will be manufac- 
tur 


power-to-weight rat’os of many new 
cars. Compared with pre-war, the 
new models are large in the body and 
more comfortable, both as regards ac- 
commoda‘*ion and riding. The seats 
are wide and lightly sprung, giving 
comfort, even on bad roads. Most cars 
have a central arm-rest for the rear 
seats. There is an increased use of 
the bench-:ype front seat accommodat- 
ing three peopl2, whose comfort is 
assisted by placing the gear lever on 
the steering column. Most of these 
ench seats are adiustable and rise 
as they are adjusted forwards. 


Door handles on many cars are of 
the flush-fitting pull-out variety, or 
push-button. Many new models have 
hinged windows’ to give fresh air 
without draughts. <A curved’ wind- 
screen on some models is matched by 
a curved rear window. The maiority 
of the new cars have one-piec2 lift-up 
type alligator bonnet*ts. Lockers are 
much more commodious. The spare 
wheel in some models is hidden under 
the luggage. Many cars have disc or 
easy clean wheels while the new tyres 
have improved road gripping treads 
and the double inner-tube means that 
we come close to the life-saving “run- 
flat” tyre which proved very useful 
in the war zones. 


There is great improvement in steer- 
ing, which nowadays is very firm, yet 
light. Many models have T or Y 
spoked steering wheels. Often the 
central goar lever is replaced by con- 
trol on the steering column, and the 
parking brake is operated from the 
Gash, leaving th2 floor clear. The new 
engines are generally larger in power 
and lighter in weight. Nearly all of 
them are of the overh2ad valve type, 
offering a vastly improved  perfor- 
mance. Their compression ratios are 
rather higher than pre-war. 


DEVELOPMENTS IN MOTORCYCLE 
& BICYCLE INDUSTRY 


Among developments noticed at the 
recent International Bicycle & Motor 
Cycle Show in London, was a new 
system of constructing bicycle frames 
by joining the tubes eléctrically with- 
out lugs. This means thai the lug, 
which normally contains the end of 
the tube and supports the whole, can 
be dispens2d with altogether. The in- 
novation certainly makes for neatness 
in the appearance of the b-cycle, and 
save both steel and time in manufac- 
ture. Only one operation is needed 
instead of five (as in the cast-lug 
system) and this operation takes 4% 
minutes (compared with 25). The 
width of the tubes can also be re- 
duced. Two pounds of steel can be 
saved on each bicycle—and this means 
two pounds less to push. 


Light alloys are used so extensively 
ir the new models tha‘ the only parts 
still exclusively of steel are spokes 
and ball-bearings. Weights have tum- 
bled down. A combination of all the 
lightest fittings seen at the show 
would produce a sound bicycle weigh- 
ing only some 1342 pounds. Even the 
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standard machine is appreciably 
lighter than it used to be owing to the 
more extensive use of light alloys. 

Britain’s new bicycles are brighter 
in colour than they used to be. Many 
more parts, too,-are plated. Brakes 
are stronger and tyres “faster.” 
Dynamo s2ts have a higher output. 

Export demands have resulted in the 
production of many different types of 
cycle with specific features. The 
Raleigh group. for example, have to 
make over 500 different types, 20 
kinds of frames, and from 1,500 to 
2,000 different components. 

The comfort of the rider has been 
given more attention by makers of both 
bicycles and motor-cycles. Lightweight 
motor-cycles of 98 cubic centime:‘res 
capacity and one-horse power are as 
simple to ride as a bicycle. Beside a 
variety of medium sized machines, 
thers are also 1,000 c.c. designs, one 
of which is. said to be th2 world’s 
fastest standard motor-cycle. Some 
sidecars are exceptionally roomy; one 
can take an adult and thre2 children, 
and another (for commercial use) is 
as big as a small van. 

In 1938 manufacturers in Britain 
produced 1.500,000 bicycles, of which 
about 500,000 went overseas. Now 
Britain is making 2,750,000 bicycles a 
vear of which 1.750.000 are exported. 
The cycle and motor-cycle industries 
of Britain are now holding: firs: place 
in world production, compared with 
second place in 1938. 


ADVANCE IN AVIATION INDUSTRY 


Britain’s now airliner, the Vickers 
Viscount, first four-engined civil trans- 
port in the world to be powered ex- 
clusively by airserew-turbines, is de- 
signed to carry 32 passengers at high 


ali‘tude in an_ air-conditioned, pres- 
Suris2d cabin ranges of 1.500 
nautical miles. All undercarriage 


units are retractable and when 
tracted they are fully enclosed by 
automatically operated doors. The 
flight deck and saloons are fully air- 
conditioned and pressurised, the pres- 
sure. sysvem permitting cruising at a 
maximum of 3000C ft. with internal 
conditions eauivalent to an _ outside 
altituds of 8.000 ft. From the safety 
point of view the Viscount is one of 
the world’s most advanced _ airliners. 
There is full thermal de-icing. Double- 
slot‘ed flaps vermit safe landings in 
smaller’ airfizlds than those  nor- 
mally used by airliners. 


A new kind of combustion chamber 
for jet a‘recraft is to be made in the 
United States under British licence. 
The new combustion chamber has 
been developed by Arms*rong-Siddeley 
Motors of London (The h'yde, London, 
N.W.9) and incorporates a vaporising 
system which not only maintains a 
100 per cent. combustion at high al- 
titudes. but enables the turbine to 
be relit. By generating heat uniform- 
ly it also avoids’ distortion of the 
chmaber. Britain’s Ministry of Supply 
has helped to finance the developmen 
of the new je.-chamber. 

The new series of tests with Bri- 
tain’s M.G.B. 2009, the first sea-going 
craft to be fitted with a gas turbine, 
is progressing satisfactorily. The first 
machinery, manufactured by Metro- 


politan-Vickers ~- Electrical Company 
Limited (Manchester, England), was 
desvined to be tried for a period of 
not more than about 30 hours'= and 
then to be returned to the manufac- 
turers’ works for examination and 
overhaul prior to its installation for a 
second series of trials. The behaviour 
of the turbine at sea, however, was 
so satisfactory that the firs: trials 
were extended to 55 hours. Some salt 
was deposited on the blading but by 
washing the compressor with fresh 
water, the salt was dissolved and the 
performance unimpaired. The second 
phase of the trials is now in progress 
and will last until the engine has com- 
pleted about 400 hours’ total running. 

A new synthetic resin adhesive, de 
veloped by Aero Research Limited, of 
Duxford, Cambridge, England, is being 
increasingly used in aircraft refuelling 


equipment. Refuelling in the air is 
done in the following way: first a 
“hauling” line. with a weicht at its 


end. is trailed from the airliner to be 
refuelled. Then a contact line. fired 
from the tanker aircraft, engages the 
hauling line, and is wound in. This 
brings the end of the hawling line to 
the tanker. The hauling line is dis- 
connected from the contact line, con- 
nected to the end of the hose = and 
wound back to the airliner. It brings 
the hose with it. and when this con- 
nects both the aircraft. refuelling can 
begin. The contact line container is 
subject to considerable stress when 
the line is shot out. It must therefore 
b2 of risid construction. Soldering the 
brass plates was not satisfactory be- 
cause of corrosion, so ‘“Redux’’, the 
new synthetic resin adhesive. was used 
to bond the 37 corrugated brass plates 
in a honeycomb container. It has been 
found that this process is better than 
spot-welding or riveting the joints. 


NEW AND 
ANN PROCESSES OF BRITISH 
INDUSTRIES 


Meteors And Radar 

Manchester University, England, has 
taken a pioneering share in founding 
a new branch of astronomy. At its re- 
search centre at Jodrell Bank in the 
English county of Cheshire. records 
are recularly made of infinitesimal 
particles entering the atmosvhere. Theo 
burning of meteors fives rise to a trail 
of short-lived electrons. Smail pieces 
of stone and iron in the meteor are 
burnt up by the gigantic friction of 
speeding through the atmosnhere at 
uv to 100,000 miles an hour. The light 
from the burning can only be seen at 
night. and then in _ favourable con- 
ditions. But the electrons will reflect 
back radio waves by day or night in 
practically all weather conditions. In 
this wav the me“eors’§ tracks can be 
“observed” — by an_ application of 
radar. in fact. 

There is a meteor stream known to 
as‘ronomers. as_ eta-aouarids. Until 
recently it was believed to be small 
and of short duration. Recent obser- 
vations by the Manchester radar as- 
tronomers have now shown it to be 
much more intense and lastine several 
mmths., Thus for the first time 
evidence was obtained of events which 
have been occurring for thousands of 
years. 


These observations entailed measur- 
ing speeds of over 100,000 miles an: 
hour in meteors which appeared with- 
out warning and disappeared almost 
instantaneously. 

After a prolonged effort, two of the 
Manchester’ scientists succeeded in 
making the radio echo from the meteor 
operate an automatic recording device, 
which gave the locations of meteors 
every thousand‘h of a second as they 
swept thrcugh the aerial b2am. No 
ene yet knows whence these vast num- 
bers of me‘eors come. It may well he 
that the Manchester astronomers will 
soon be able to place them, together 
with the comets, more _ satisfactorily 
in the evolutionary framework of the 
solar system,. and then it will be 
known whether these strange bodies 
ere primeval matter or the final dis- 
integration of near neighbours in 


space. 
The Bridge In The Tunnel 
Research workers of Britain’s 


National Physical Laboratory are in- 
vestigating the reaction of suspension 
bridges when exposed to gales by 
using a 52-feet model of a bridge in 
a wind tunnel. These experiments are 
to determine the design for the pro- 
posed bridge over the River Severn, 
which flows through Wales and Eng- 
land, which will be the largest suspen- 
sion bridge in Europe, and the third 
largest in the world. 

The model is mounted on a turn- 
table so that it can be subjected to 
winds of 140 miles an hour from all 
quarters. It has been found that the 
construction of the bridge deck plat- 
form has a great effect on stab‘lity. A 
form of deck similar to.the one 
used for the Tacoma Bridve in the 
United States proved unstable in a 40 
milss-an-hour wind, in which the 
model began to “gallop”. (The Tacoma 
Bride collavosed in a 42 miles-an-hour 
wind in 1940). The susvension bridge 
to be built over the Severn’ will be 
able to withstand gales uv to 140 miles 
an hour. though winds of such speeds 
have never beon recorded in Britain. 

Experiments have already proved 
that one of the causes of disaster to 
suspension bridges is the practice of 
stiffening the roadwav_ with solid 
girders running the whole length. tke. 
bridge is much stronger when the solid 
girders are replaced by oven latticed 
ones. Experiments have also shown 
that the effect of wind cn a suspension 
bridge deck is analogous to its effect 
on an aircraft wing. 


Tensile Strength of Cast Iron Trebled 


The new nodular cast iron. produced 
in the laboratories of the British Cast 
Iron Research Association af-er long 
research, has so many advantages that 
experts are satisfied it will eventually 
supersede ordinary grey cast iron in 
a number of engincering applications. 
The new cast iron is made by adding 
to the molten metal a small amount of 
cerium. (Most lighter flints are 50 per 
cent. cerium) . 

The new process has increased the 
tensile strength of cast iron threefold. 
In World War I tensile’ strengths of 
about 15 tons a square inch were 
achieved. By World War II these had 
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been improved to ahout 25 tons a 
square inch. Iron treated with cerium 
now gives up to 80 tons a square inch 
—and the process requires no material 
change in foundry equipment. 

All the raw materials . required for 
making cast iron are available in Bri- 
tain. The advantages of increased 
tensile streng-h; and the fact that 
variable sections can be made in one 
piec2, and Jess machining is necessary 
—these wili benefit the whole world. 

Moreover, where a quick expansion 
of production is required, foundries 
can provide it without the danger of 


bottlenecks which may arise when 
materials have to be subjected to 
longer processes such as_ extrusion. 


pressing and forging. 

Cast iron is now being’ used for 
making engines crankshafts. It has 
been found necessary to remove only 
three to ten per cent. of the cast 
weight in finishing processes, whereas 
in many forged steel shafts two-thirds 
to three-quarters of the original for- 
gings havsa to be removed. The qual- 
ities of ordinary cast iron will be fur- 
ther improved by the use of the new 
nodular cast iron. Nodular cast iron 
is also easier to machine, strength for 
streng:h, so that saving should be 
possible in cutting tools, time, labour 
and overheads. 


Photo-Typesetting 


At the recently opened laboratories 
of the Printing Research Association 
at Leatherhead, Surrey, England, 
equipmen: has been temporarily in- 
stalled to demonstrate a system of 
photo-typesetiing, which dispenses with 
cas; metal type. Its trade name is Roto- 
foto. The new method is a purely photo- 
graphic proec2ss which should be useful 
in printing type by the lithography and 
gravure processes now widely use in 
the production of books and _ per- 
iodicals. The new system appears to 
be as cheap as standard printing prac- 
tice; and it has the obvious advantage 
that the photographic master-copy of 
of a book’s typescript, from which re- 
prints carn be made, can be stored in 
a small spave. 

The Rotofoto eauipment comprises 
a Monotype keyboard, a line-projector, 
and a make-up machine for producing 
paper proofs and film transparencies. 
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A punched paper record, similar in ap- 
pearance to a small piano player roll. 
representing the “copy,” is first made 
by a Monotype keyboard operator. 
This paper record is transferred to 
the line-projector, which contains the 
mechanism of the Monotype com- 
position caster with the main dif- 
ference that a photographic negative 
takes the place of the matrixes. The 
letters punched in the record are pho- 
tographed on a roll of 35 millimetre 
cinematograph film carried in a 
camera under the type negative. After 
a full line has completed the 
film is advanced, the distance depend- 
ing on the space required be‘ween the 
lines, and the next line is photographed. 
The line-projector operates at about the 


same speed as a Monotype casting 
machine. 
Reader’s and authors’ corrections 


are dealt with separately and contain- 
ed in other rolls of films; the make-up 
machine operator introduces the cor- 
rected lines during the process of mak- 
ing a perfect photographic transparency 
of the type mater. The operations are 
simple and rapid, and produce trans- 
parencies of high fidelity. Any type- 
face can be employed by using the ap- 
propriate negative, and type sizes can 
be controlled by the magnification em- 
ployed in the make-up machine. At 
present three negatives are used to 
cover the complete range of com- 
position sizes. 


Toughening Metal Surfaces 


Experimental work carried out by 
Tilghman’s Patent Sand Blast Com- 
pany, Manchester, England, may result 
in increasing the iife of machine parts 
tenfold. “Shot peening” the name of 
the process on which research is being 
carried out, improves fatigue life by 
pelting and so toughening metallic sur- 
faces. Thus life of many working parts 
of cars can be extended more thar 
tenfold by the new process. Several 
manufacturers are already shot peen- 


ing such things as_ torsion bars, 
dynamo shafts, clutch springs and 
crankshafts. It has been found that 


shot peening also saves time in polish- 
ing, and even dispenses with it. One 
more recent application is in eliminat- 
ing porosity in aluminium and other 
alloy die-castings. 


“Vapour honing” is another process 
developed by this firm. In it fine 
abrasives in water or chemical emul- 
sion are discharged against the metal 
surface to be treated. This reduces 
time spent in polishing and eliminates 
it for certain articles. In certain in- 
stances it is possible to plate direct 
on to a vapour-honed article, a tech- 
nical achievement of considerable im- 
portance. Vapour honing is used to re- 
move burrs from the eyes ef needles, 
machine marks (before polishing) on 
the rotors of jet engines—and in fact, 
machine marks from a variety of ar- 
ticles. 


Prototype machines applying the 
new processes are being tested by the 
Manchester firm of R. J. Richardson 
and Sons. In view of the advances that 

em likely in the technique of casting, 
the new processes seem to have great 
possibilities. 


Synthetic Linseed Oil 


The main advantag2 of using linseed 
oil in paint and enamel is as a bonder. 
But linseed oil is scarce and the price 
usually high. Chemists in Britain 
have therefore been trying for some 
time to find a synthetic substitute, or 
partial substitute for it. After years 
of research the London paint manufac- 
turing firm of Lewis Borger, 35 Ber- 
keley Square, London, W.1., have pro- 
duced a synthetic substance which 
they claim makes a substantial saving 
in linseed oil. The substitute is de- 
veloped from styrene, which is produc- 
ed from ethylene, in turn derived from 
crude oil or natural gas and benzene. 


The new linseed oil substitute will 
shortly be available in commercial 
quantities. The firm of Petrochemicals 
Limited, who are building a plant at 
Partington, England, for the produc- 
tion of styrene from petroleum chnemi- 
cals by a new process’ will previde 
the raw material for manufacturing 
the linseed substitute cheaply and in 
increased quantities. The styrene 
manufactured at Partington will be 
pumped to the plant where the linseed 
substitute will be manufactured. Many 
industries, in addition to the paint, 
enamel, and associated trades, should 
find the new agent of value 
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